Wer inatieiidiines, ainsecc. 
DOCUMENTS LXPEDITING 
a he) 


(COMMITTEE PRINT] £Ud HOT 





| 








INVESTIGATION OF THE PREPAREDNESS 
PROGRAM 


FORTY-F¢ 
PREPAREDNESS INVESTIGATING 
SUBCOMMITTEE OF THE COMMITTEE 
ON ARMED SERVICES 
UNITED STATES SENATE 


1 (‘or 
1d Co 


SECOND REPORT ON 


OROCCAN AIR BASE CONSTRUCTION 


SS 
SNe Lae 
Nay 








anusarat . ponice 
JOCUMENTS EXPEDITING PROJEC 


COMMITTEE ON ARMED SERVIC 


LEVERETT SALTONSTALL, M ett Cha " 

YLES BRIDGES, Ne Hampshire RICHARD B. RUSSELL, Georgia 
RALPH bk. FLANDERS, Vert t HARRY FLOOD BYRD, Vir 

ARGARET CHASE SMITH, Maine LYNDON B. JOHNSON, Tex 

BERT C. HENDRICKSON, New Jerse ESTES KEFAUVER, Tent ‘ 

tANCIS CASE, S th Dakota LESTER C, HUNT, Wyo 
IAMES H. DUFF. Penns JOHN CC. STENNIS, Miss pI 

MIN SHERMAN COOPER, Kentucl S'l ART SYMINGTON, Missouri 

Puts i. . As Chis Cle 
? \REDNESS INVESTIGATING SUBCOMMITTEE OF THE SENATE COMMITTEE ON 


ARMED SERVICES 
LYNDON B. JOHNSON, Texas STYLES BRIDGES, New Hampshire 


ESTES KEFAU VER, Tennesse LEVERETT SALTONSTALL, Massachusetts 
LESTER C. HUNT, Wyoming 


JOHN C, STENNIS, Mississippi 


ASHBROOK P. BRYANT, Chief Counsel 
H. M. Deveiin, Staff Accountant 
L)ANIE I McGILLICUDDY, Jt 





LETTER OF SUBMITTAL 


UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
February 19, 19 
Drar Mr. CHatrMan: There ts submitted herewith a report on the 

construction of air bases in Morocco In the interim report on t 
subject, approved by the subcommittee before the adjournment of the 
BY d Coneress and issued on August 18, 1952. we stated that our investi 
ation was incomplete and that we mtended to keep a continuing 


check on the project and would inform you further with regard to it. 
This report, prepared at the earhest opportunity after the facts 
could be brought tothe attention of the members of the subeommitt 
contains the results of the stats further investigation of the matter 
This report Was approved at a meeting of the subcommittee held o1 
February 18,1953. Senator Kefauver, who since February 12 has beet 
absent from Washington. om official business for the full committee, 
was not present and did net participate 


Respectfully, 


n its consideration. 


Lynpon B. Jonnson 


Il 
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MOROCCAN AIR-BASE CONSTRUCTION 


INTRODUCTION 


On August 18, 1952, this subcommittee submitted its forty second 
report, which set forth the results up to that time of its investiga 
tion of the construction by the Corps of Engineers for the Air Force 
of air bases in French Morocco. That report followed a long and 
careful investigation and extensive committee hearings. It included 
a number of conclusions and recommendations. Nonetheless, it was 
an interim report and covered only those facts which the committee 
felt had then been established beyond any reasonable doubt. It did 
not purport to be a complete and final report on all aspects of the 
Morocean air-base program. There remained certain areas of inter 
est. to the committee which had not been sufficiently explored to justify 
definitive conclusions and recommendations. Despite this, the com 
mittee felt that an interim report should be issued so that the Con 
gress, the public, and the interested services, might be acquainted with 
the errors which had been discovered, in order to avoid them in simi 
lar construction programs, a number of which were then under way or 
about to be started in various parts of the world. 

The committee received allegations in the spring of 1952 regarding 
unsavory conditions stated to be prevalent in Claremont Terminal, 
Jersey City, N. J.. the port from which Dade Bros. contracted to 
ship matériel and supplies to Morocco. This mate ial Wis re ceived In 
connection with our over-all investigation of the Morocean air bases. 
However, at the time of the issuance of our interim report on August 
I8, 1952, that phase of the investigation was still in progress. On 
August 29, 1952, an investigator's interim report was submitted to the 
chief counsel by the two staff members who at that time were con 
ducting the Claremont phase of the investigation. The chief counsel 
reviewed the investigator's report and concluded that re Investigation 
Was required, This reinvestigation Was necessary hot only to \ rity 
allegations in the investigator’s report, but also to ascertain the costs 
of the operation at Claremont. An accountant and a staff attorney 
were immediately assigned to this task. Fourteen days later, on 
September 12, 1952, the Chief of Engineers publicly announced that 
the contract with Dade Bros. was canceled, effective on October 31, 
1952. Nevertheless, the inquiry at Claremont by the committee's staff 
was continued, and a new staff memorandum was submitted to the 
chief counsel in the early part of November. 

At the adjournment of Congress in the early part of July 1952, it 
was apparent that the committee would be unable to hold sessions 
until the Congress reconvened in January. No meeting of the com 
mittee could be held until February 10, 1953. On this latter date 
the results of the staff's further investigation and consideration of 
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- ( CCAN Al BAS ONSTRUCTION 
{ ntire Moro hod me provect were frst dliscussed with members 
ofthe com) tier Also. nt time the comunittee wa vised by the 
| Ou el t La aratt re Onl \ fhe proce sof completion and 
| I by edd to thie ( hiitter 0) ts co sideration du ne the 
( ‘ eek. 
\t the time of its issuanee, the Interim Report on Moroeean Air 
Base Construction was submitted to the Secretaries of each of the 
nterested services for their comments and 2 report on any action 


they m olit have taken orn o}yt have in contemplation with regard to 
tine recommendation - rrasecde by the cOolmMmittee im that report, Ss ich 
recommendations were carefully considered by the services and, ulti 
Nn tely, each reported to the committee. The last of these reports, that 
of the Secretary of Defense, was dated January $8, 1953, and was re 
ceived by the committee on January PA 1953. No definitive report 
0 the overall] pict ire of the Moroceca air-base investigation could be 
completed until the committee had received and had an opportunity 
to evaluate the comments and suggestions of the interested services on 
the committee’s recommendation 

We now wish to present the additional facts which have been 
obtained since our interim re port, to set forth the actions taken by the 
maiilit ur services as a result of that report, and to make additional re¢ 
ommendations. The letters from the Secretaries of the various ser 

ire set forth in full in the appendix. 

The forty-second report set forth instances of serious confusion, 
delay, and poor administration in the construction of the air bases in 
Morocco It e ipha ized that after almost 15 mont! of construe 
i ! hof whi h had been on a “crash” basis only two of the five 
bases originally planned had progressed to a point where they were 
operational. A third base was then in the early stages of construction, 
and only preliminary work had been done at the remaining two sites. 

NO ittempt will be made here to review the evidence presented in 
our} rior report, Suffice it tosay that the committee, on the basis of the 
record then before it, found ample basis for the conclusions and recom 
mendations contained in that report. 

The principal avenues of Investigation which had hot been com 
plete l at the time the committee’s forty second report) Was made 
pl bh] Cc were: 

I. An evaluation of the efficiency and soundness of the current 


oe conducted 


opel wns 1n Morocco and the probability of their bein 
Ina proper and economical way in the future; 

Il. A determination of the probable costs of repairs tothe pavements 
at Sidi Slimane and Nouasseur made hecessary by construction fail 
ure: and 

ITI. A definitive analysis of the costs incurred by the Government in 
connection with the operation of Claremont Terminal at Jersey City, 
N. J., the shipping point for construction material for the overseas 
base program. 

Since the issuance of its report the committee has obtained additional 
Information on each of these points which is set forth below: 


I. CURRENT OPERATIONS IN Morocco 


The committee has been assured by the Secretary of the Army that 
steps had been taken to correct the administrative and operational 
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difficulties which had been the causes of waste, Inefliciency, a 

fusion in the Moroccan program. At the time of the issuance of the 
Interim report, new top perso nel had already bee ent to Moroceo. 
property accounting procedures were being i proved, i reorganization 
of the re pons ble divisions of the Corp of Engine had been n le. 
and the project was venerally being reoriented better to coincide wit! 


recognized ana efhy lent administrative na construction procedures. 
Also, prior to the interim report the Secreta Vv of the Army, at the 
urging of this committee, had appointed a survey group of well-knov 
construction men headed by Glen Maxon to evaluate both the state 
side and overseas operation of the Moroccan project, to report on its 
current status and to make recommendations as to additional cor 
rective measures to insure future efhiciency. 

On November +, 1952, the Secretary of the Army addressed a 
letter to the chairman of this committee, in which he set forth, among 
other things, his analysis of the results of the corrective measures 
previously instituted, additional remedial actions taken by him since 
the committee’s interim report, and his judgment as to the current 
state of the Moroccan project and its prospects for the future. Also, 
in the interval the Maxon group had completed Its survey and re 
ported to the Secretary. Copies of that report were mm ule available 
tothe committee. It 1s appropriate at this time to state for the benetit 
of Congress and the public the facts reported to the committee by the 


rer retary and the findings of the su vey group 


\ REPORT BY THE SECRETARY OF THE RMY 


The full text of the Secretary's letter of Noven ber 4. 1952. 1s In 
cluded in the appendix. It is comprehensive in content and includes 
among other things a description of additional actions taken by the 


Secretary to remedy condit ons in lorocco ana to mmsure propel Con 
finuiance ¢ f the project, The follown oe quotat on Stina rize the 
Secretary’s view as to the present situation in Morocco and clude 
his assurance that the work will continue in a proper and orderly way: 

Let me state clearly that during the emergency constructic period of 1951 
here existed deficiencies in management, propert ( ng, au lg d 
spection which, while attributable in rae easure to the crash natu f the 
program, were not excusable and called for concerted edin tien \s I 
wrote you on March 21, loz. LT have no hesitation it ving 
variety of causes, the wo Was hot a s sfactory ordnance 
standards set and usua followed \ nas these sl tcomings we alled 
to my attention as a result of the work of your committ as wel s b 
report from the Inspector Genera I at once took ager f t 
them to the end that the program could m eed o1 n efficient dl « ete 
basis I indicated to vou in detail. in m tter of y 4 » ! ( 
these corrective ensure Which included the ello f e ty p of 4 
nh command, complete n stigation by l pene ‘ ‘ ‘ 
of a new division of the Corps of neineers n Moro ne 1 mere the 
steps to tighten management and control of the project 

The Secretary then goes on to comment in detail on the various 
additional corrected measures which have since bee nstituted. He 
then added the follow) o ceneral ippra sal of the e rrent status of the 
project : 

I am now satisfied that the construction work in Moroce nsofar as it is 
within the area of responsibility of the Army, is proceeding on a sound and 


efficient basis. You may be assured that, if any further deficiencies develop 


in the future, I shall take aggressive steps to correct them forthwith 


29451 Ts) 2 
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1 rk MAXON REPORT 


| e SUTVeV Wh conducted from June ‘: 1952. TO Aucust 14, 19952, 


do was divided into two parts: namely, the inspection of the New 
York otlice ol Atla Constructors and the opel iwions nm French Mo- 
rocco. Maxon was a ted by a group of his own choosing and was 
viven full authority by the Secretary of the Army to report the facts 
is he found them. 1 nder date of September 9, 1952. Maxon submitted 
report to the Secret ry, v ho, in tur ‘ made copies of it available to 
he Cohimilttee 
hye Maxon report dloes hot prete nad to be a reeXamilhation of the 
Tact closed in this comn ttee’ report, nor does it attempt to refute 
the conclusions conta ned therein. It Is 1 ithe ah el olneerimng survey 


ray object ve basis of the operations of Atlas Constructors and the 
Morocean a l base project at thet meot the exam ation by the Maxon 


vroup 


In its report the purposes ¢ f the survey are st ited to have been 


‘ mine the situation in Frens Morocco and in the United States and to 


ndependent sam inbinsed report on the current state of the opera 


Phe Maxon report appears to be made on the basis of an adequate 
Vesti@atiol by cohipetent persons, Lhe report is voluminous. and 


eX dicute the ly fo. the coneh “101] rene hed In essence, 


the group cone luded that the deficlencies in management, construction 


practices, operational procedures, coordination of activities, property 


ountIng, ina sO Torth, Which the Committee pointed out In 1ts 
Ceri report, have been corrected or are in the process of correction. 
They assured the Secretary of the Army that the project is now in good 
hands and is proces ding sh oothly. The conelustons and recommenda 


tions of the Maxon report are included in the Appendix as Exhibit E 


1 
eC] . 
On the basis of the Maxon r port and the considered judgment of the 
secretary, the committee concludes that the deficiencies and short 


col os of the construction effort in Morocco have been or are being 
rected i d the work s currently proceeding ona sound bas S. C'on 
thy, it is our view that no useful purpose will now be served by 


id Lio} | nvestigation of the errol ot the Past in Morocco. LDis- 
closure of past mistakes is useful only to the extent that it serves as a 
euidepost pointing toward a proper course in the future. 


Il. Estimate or Cost or Repairs 


nits prior report the committee found that there had been serious 
construction defects in the pavemet! ts at Sidi Slimane and Nouasseur 


asa result of failure to follow sper fications and established construc- 
tion practices in building these pavements. The committee had con- 
{| fine ey dence before C to the extent of sueh failures and varying 
estiminte of the costs of repail Some witnesses had stated that the 
defi encies were minor and Cc uld he repaired for a few thousand dol 
laa Others had indicated that the pavements had failed widely and 


would be the subject of progressive deterioration, thus indicating re- 
curring repair and maintenance costs which ultimately would run 
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into many millions of dollars. Extensive tests were under way unde 
the direction of the architect-e1 gvineer of the project As a result of 
these tests, it was later reported to the committee that the costs of 
repairs would be approximately $1,160,000, 

In his report to the Secretar) of the Army, based on the information 
given him by the architect-engineers, the Chief of Engineers stated 
In part: 


». The estimated cost of this werk must of necessitv be approximate at this 
time. Final cost may be somewhat more « ess but the variation will be minor 
mainly due to deviations from the assumed percentage of ¢ Lareas which wil 
‘quire removal of undesirable materials, as demonstrated by the rolling opera 
tions However, estimates have been carefully prepared by the ! tect 
engineer and concurred in by the Corps of ngineers as | g reasonable and 


eonservative 


On September Y4. 1952. Edwin V. Hugeins, Assistant Secretary of 
the Air Force, in a letter to the chairman of this committee stated in 
Dare follows: 

Through the spring and early part of the suimuine si e tl sands of tests 


were taken on the pavements at Sidi Slimane and Nouasseur, and a repair pro 


cram has been developed which is concurred in by the Corps of Engineers, At 
Constructors, and by architeet-engineers, PUSOM This involved the rolling of 
the pavement with a 200-ton compacter and the removal and replacement of 
TUN oft spots which develop 

On the basis of some work which has been done to date t appears that this 
Will, toa larve degree, cure the situation at Nouasseur, except on the operation 
apron which will also require the final asphalt layer. At Sidi Slimane it is est 
vated that 5 to S percent of the Jxuvement may have to be dug out and replaced 
following which a 2- to 4-inch layer of asphalt may have to be put on 

Cost estimates concurred in by the Corps of Engineers, Atlas Constructors 
wid the rehitect-engineers indicate a maximum of Sv l i ut of tl 
\* el Osts will be required for this worl 7s 

. * * * * * . 

As stated above, the $2 million is the maximum “out of pocket” cost and does 

not include overheads, write-off of equipment, and other indirect charges, * * * 


The committee. of course. is not ina position to dispute the fivures 
submitted by the experts. It accepts these estimates with some mis 
givings but In the hope that they will turn out to be accurate. How 
ever, unt | such time as the work is completed al al ts true costs are 
known, our judgment will remain suspended. 


Il. Tae Oprerarions ar CLAREMONT TeRMINAL By DaApre Bros., 
4 SUBCONTRACTOR OF ATLAS CONSTRUCTORS 


On January 19, 1951, Atlas Constructors, operating under a cost 
plus fixed-fee contract cover e construction of aim bases in French 
Morocco, North Africa. issued their Purchase Order No. 184 to Dade 
Bros., Inc., for the furnishing of services and the handling and pro 
essing of construction equipment for overseas shipment from Jersey 
City, N. J. The purchase order was issued with the approval of the 
Corps of Engineers. Payments were to be made to Dade Bros., Inc., 
i 


by Atlas Constructors upon a stipulated hourly labor rate 


or all pel 
sonnel directly engaged, plus materials at cost, plus handling and the 
rental ot equipment at spe ified rates, The above paVvinne hts were to 


include compensation for Deade’s overhead and profit. The nit al 


L1The full text of the memorandum fre wh the e is ted is ineluded in tl 
appendix 
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rk authorization required Dade Bros. to process approximately 
00 prece of equipment at oan estimated cost of SL50.000, with a 


HO-day performance clause. 


Phree day niter the execution of the original agreement, the con 
ting parties agreed to increase the scope of the work to process 
Iipproximately LOOOOO tons of construction equipment at an estimated 
st OF HOO O00, [In this s ipplemental agreement, new hourly labor 
ites were established and performance time was extended to 180 days. 
Phe subse juent sup} lemental agreements were also executed between 


contracting parties ith the | nowledve ana approval ol the Corps 


Krom Jat uary Zz, LYol, to May 5. 1951. the contract was progres 


Vel\ creased to an est inated SLZd5S0.000 : nin, on June l, it was 
“i to an estimated S2Z.000.000, hor rly labor rates were revised, 

ad performance time wa estimated at 270 days, 

On July is. 1951, the COP of the work was again broadened and 


operations were transferred to Claremont Terminal, Jersey City, N. J. 
It appears from this change order that the shipping operation was 
transferred to Jersey City, both from Newark and Linden, N. J. 

SI bsequent change orders executed up to November 14, 1951, in- 
creased the purchase order to approximately $7,000,000, hourly labor 
rates were in the main decreased, and pel formance time was extended 
to December 31, 1951. 

On November 29, a change order effective June 5 set the estimated 
nal tonnage to be handled under the purchase order at 400,000 meas 


epmient tol 

Qn the last day of pel formance under the purchase order, December 
1. 1951, Dade Bros. signed a change order agreeing to a redetermina- 
on or price. Phe agreement provided for a redetermined price, based 
on “true, realistic. and reasonable direct and imdirect costs’. plus it 
fair and reasonable profit. On the same date the purchase order was 
reased to an estim ited SY OOO 000, Qn January Be 19d2, the final 
ve ordet pros ded that the ¢ omptrolle General would have the 
rhit fo mspect Dades books for 3 vears after final paviment to the 

}t e contractor by the Government. 
ln the staffs disc ions with the Corps of Engineers, we were in- 
ed that tl ) irchase ordet type agreement is, in effect, a time 
1 material oOntract,. Lhe Armed services Procurement Reeula 
tie dentifv atime and materials contract as an avreement providing 
[ e pure hase of supple Or services Ol the basis of | ) direct labor 
oul if Sper hed hourly rates (which rates include clirect labor, 
overhead, and profit), and (2) material at cost. The regulation cau 
fo! i@aimnst the ise of this type contract if any other tvpe of contract 
equally advantageous to the Government. Notwithstanding this 


iuition by the Armed Services Procurement Re@ulations, Atlas Con- 
structors continued to negotiate with Dade Bros. under the time and 
iterials type iwreement, with the approval oft the Corps of 


tier Where this tvpe of ceontract n ht be sed are contracts for 
t plies, con 


ind contracts for the production of supplies 
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‘ 
The committee is cognizant of the urgency of the crash program 2 
regards the original agreement, dated January 19, 1951, bet we \t 
Constructors and Dade Bros., Ine., as fundamentally sound. “Tin 


agreement was basically a standard, commercial type contract, requ 
ing the processing of only approximately 1.200 pieces of construetion 
equipment. However, w a“ n this project spiraled to $1,250,000 on May 
5, and $2,000,000 on June 1, the committee fails to understand wl 

prescribed procurement regulations were not followed by the Corps 
of Envineers. It was then obvious that the subcontractor was rea! 

ne exorbitant profits, and he should have been advised that he was 
subject toa change to a more rigid type contract with provisions for 
close Government scrutiny. Atlas Constructors, emphasizing 


l 


crash program, demanded services of Dade which were most unusual 
under commercial practices. Because of the type of service being 
rendered, Dade, in turn. concluded that they were being allowed a large 
eushion in order to meet the demands of the crash program ana to 
satisfy the urgent requirements of the prime contractor and the Cor 

of Engineers. Unfortunately, at no time were new arrangements 
SUL LE ested to Dade Bros. by either Atlas or the Corps ot nen eers 
The heavy demands by Atlas continued, the crash program was con 
tinuously emphasized, and the estimated cost of the cor tract Increased 
It was not until the last day of per formance under the pure hase iad = 
December 31, 1951. and subsequent to the initiation of the commiuttee’s 
Investigation of the matter in the New York area, that the melusion 
ot a price re letermination clause was effected by the Corps of Ene 

neers, Dace Bros, protested but ultimately signed thy change orde) 


\ NEGOTIATIONS OF PRICE REDETERMIN ATION 


Dade Bros. submitted total billings under the purchase order in the 
amount of S8.627.012.17 to Atlas Constructors. Dade Bros. has beet 
reimbursed in the sum of $7.334.516.96, the balance of S1.292495.2 1 
being withheld by Atlas Constructors at the direction of the Arm 
ene meers. In accordance with the terms of modification No. 16. Ddercle 
Bros. submitted to Atlas Constructors the statement of costs Ineurred 
with respect: Co the entire pel formance under the purr hase order, f 
eether with a statement of contingent labilities. The statement was 
referred to Army Audit Age Ney for an accounting review and audit 
The Army Audit Ave hey subs seq ue nithy audited the b ks of Dace Bros. 
and reported their findings to the contracting officer of the ¢ orps ol 
Enginee rs, This officer Is requ rec toa} prove mod fient Ons | roviding 
for redetermination of price, and it is his duty to resolve the difference 
hetween the costs as prese nted by Dade Bros. anc as recommended | \ 
Army Audit Agency. Numerous conferences were held 4 veen rep 
resentatives of the contracting office rr Army Audit, Atlas Constructo 
and Dade Bros. The principal d ifference bet weet the ce tela mead b 
Dade Bros. and that sacdeaiadel by Army Audit Agen 


reflected in the treatment accorded overherd ces 

The billings and costs ineurred as submitted by Dade Bros., the 
recommendations of the Army Audit Agen atl otiated 
redetermined price as allowed by the pre ent contre ! | appeal 


} the { jlowine - ched le: 
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The schedule indicates that cost as submitted by Dade Bros. wore 
gates 86,664.958.74. The Army Audit Ageney recommended S6052, 
Si9.45 for acceptance, which amount was S8612,079.29 less than the 


ficure submitted by Dade Bros. General Love tt, the 1 egotiating oth 
cer, after extensive negotiations, recommended a settlement of S647), 
219.05 as “true, realist i . and reasonable direet and ndireet costs of 
performing the work under the purchase order.” The latter figure 
Was $422.339.60 in excess of the amount recommended by the Army 
Audit Agency and SL89,739.69 less than the cost subm tted by Dade 
Bros. The difference between the cost recommended for acceptance 
by Army Audit Agency and the negotiating officer, General Lovett. 
In the amount of $422,339.60 is accounted for as follows: 
Equipment rentals S$ GO, 464.59 
ther direct charges 
Overhead 

Workmen's compensation insurance Zz 


$, GOO, OO 
ceded, oot. IZ 


740. 09 


sotal 122, 389. 60 


On equipment rentals, the Army Audit Agency recommended 860,- 


16-49 for honnacceptance on the ly ~ a if stich amount repre “ents 
intercompany profits to Dade Trucking Co., a wholly owned subsid 
lary. Creneral Lovett takes the position that equipment rentals pata 


to Dade Trucking Co. were, on an average, ho more and prol ably 
were less than those which would have heen paid had the equipment 
heen rented from other sources. He further stated that in connection 
with the allow ce for profit to be neluded in thre redetermi ed price 
ot Dace Bros.. considerat on would be viven to the fact that their 
Wholly owned subsidiary had apparently received S60464.59 as a 
profit. The committee is unable to understand sueh ar approach. lt 
1s assumed that the negotiations bet ween Dade Bros. ana General 
Lovett were to determine “realistic” cost of Dade Bros. plus a reason 
able fee. To include an intercompany profit plus a percentage of 
the fee appears inconsistent with the original concept of the nego 
tlator, 

The amount of $4,600 (other Cirect costs) represents a payment to 
Dade Export Engineers, Inc., an affiliate, recommended for non 
acceptance by the Army Audit Agency on the grounds that the pay 
ment includes an undetermined amount of intercompany profit. Gen 
eral Lovett. the nevotiator, takes the position that t he billing appeal 5 
to be reasonable, and while the amount paid does represent some profit 
to the affiliate, it is not possible to determine the amount thereof. The 
profit in question appears to be re latively small, and, on this prenilse, 
the committee is Inclined to agree W ith General Lovett. It is poss ble 
that to determine the exact amount of Intercompany profit included 
would cost more than the amount recovered. 

The principal ditference bet ween the cost claimed by Dade Bros. and 
as recommended by Army Audit Agency stemmed from the treatment 
accorded overhead costs. Dade Bros. in their proposal] included S732, 
548.16 for overhead cost. The Army Audit Agency originally recom 
mended $190,590.30 for acceptance, $396,424.96 for nonaecceptance, 
and $145,532.90 for further consideration. Subsequet tly, and prior 
to negotiations, the Army Audit Agency gave etlect to the general's 
disposition of the amount they recommended for further consideration. 
After reflecting this adjustment, the Army Audit Agency recom 
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led S246,981.01 for acceptance, $469,526.53 for nonacceptance, and 
S16241.82 for further consideration. 

Phe allocation of overhead expenses under the methods usec by 
Dade Bros. and Army Audit Agency created a wide differential and 
was the primary point of disagreement throughout the extended 
nevotralions, 

General Lovett stated that when the parties agreed to modification 
No. 16 in December 1951 it was with the understanding that the 
redetermined pl ice would be based Upon a “realistic” approach to costs 
ilready incurred and allocated to the work already performed. Dade 
Bro tated that many of the costs eliminated by the Army Audit 
\vency fell into the category of costs to which a “realistic” approach 
had prey iOUSTY heen avreed WpOh, VIZ cle pre lation mn excess of normal, 
entertarnment, donat ons, Ul documented travel expenses of corporate 
officials, sales department expenses, and officers’ salaries over and 
hove the nominal amount meluded for aeceptance 

e eral Lovett. by Way of compromise, reed tO ihe lide ly the re 
determined price the amount of $602.514.93 for overhead, whi 
mmount Is $130,033.25 less than the amount claimed by Dade, and 
S3DD90354.92 In excess of the amount recommended for acceptance by 
the Army Audit Agency. In view of the wide difference between the 
overhead figures as computed by Dade Bros., the APM Audit Agency, 
and the negotiator. it is the committee's recommendation that the 
General Accounting Office should review the complete nevotiatilon 
between Dade Bros. and General Lovett. 

\s pointed out above, change order No, 20, dated January o>, 1952, 
specifies that the Comptroller General has the right to inspect Dade’s 

for a }-vear period after final payment to the prime contractor. 
Workmen’s compensation in the amount of $1,740.09, recommended 
for further consideration by the Army Audit Agency, was found to 
he allocable to the work performed under the purchase order and, ac 
cordingly, has been allowed by General Lovett. 


B) PROFIT! 

General Lovett has recommended an allowan of S percent of recle 
termined cost of the pure hase order, or a total of SSTS.017.52, as profit 
to Dade Bros. In cons dering the profit to be allowed. the venernl 
heats that he has taken into consideration the overal] pe rformance of 
Dade Bros. in connection with the purchase order. Tle also has made 


the following statement: 


Che details of performance were le ft solely to the discretion of Dade Bros As 
netors participated in the services being rendered, the volume of ma 

Herd} received constantly doubled itself ithout advance warning and the 

thre ile organivation was forever taxed to provide the procedures 

! eria ! equipme t eet the ever-increasing shipping schedules 

| fic it Pade Bros. drew upon e ! portion of its facilities in furtherance 
! inde e purchase order and neglected other business is a imatt 

f 1 rd Further, the manner in which the operations were transferred fron 

Newark to Claremont Termin: ivnin demonstrated the skill and ingenuity of 

The o1 nization Athos Constructors and the successor contracting officer have 
eed that a profit allowance of at least 10 percent of Costs would be only fai 

| sonable since Dade Bros nder the rat nh ¢ et in the pure hase ordey 
experiencing a profit factor of slightly in excess of 33 percent on costs Elo 

ver, because of the treatment accorded what appears to be intercompany profits 


hn connection with the allowance for equipment rental and by reason of comp 
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mise whic iis reed >W h mM 


profit will be limited to S percent of st r $518,017 

The oneal negotiator represent c thre C orp ( | oO ( 
Gren. J. S. Sevbold. Negotiations beean with a me YO] ! i 
ested parties on April 30, Pov, and Creneral Sevboid ted \) 
representative unt | the meet ne of uly il, Lvov, at h time Gre 
el il Lovett pres ded Ih the meantime. (reneratl Sevbotd 


ferred by the Army to Panama. In the meeting which took »p ( 


Mav 1, 1952. General Sevbold recommended a percentage of prolit of 


L.7S percent of cost as a basis for final settleme We have beer 
unable to find that at any time urine the nev \ ) ( ieted 
by Cieneral Seybold was any othe: percentage Of proiut Hoeure c 
tioned. Llowever, Dade Bros. oblected violently ind tated that tl 
offer was roughly $450,000 less than Dade’s submission of costs alone, 
and that it appeared that the negotiating parties were so far apart 
that it would be necessary to examine cdetails. The figure of 1.78 
pereent profit, as recommended by General eVbord, Is APpPLrOoNrt t¢ 
the percentage ot proht illowed under thre t-} j fixecdi-fee o 


tract w th Dade Bros ll elfect slhice In Mia . 1) 

In) Summation, tis apparent that asa result f the committee's 
tering the picture hh the fall of 1951. a chat ve order providing To 
Pl ice redeter) Mhation was exec ited | his one action atone accounted 
for a reduction of at least $1.633.775.60, represented by the ditferenc 
hetween the total billings by Dade Bros. thre nmount of S56 fe 
and the recommended settlement of General Lovett n the nmon 


of $6,993.236.57. 


( SNAGE ( rs 

From January 19 to December 31. 1951. approximately a 
measurement ton er processed ana s Pped 1) 1) bon ( 
erent Lovett recomme dled ettl ent wit! Darl Bros weregal 
$6,993 236.57, or nl average cost per ton oft SOO | | naler t hye Ost 
plus-fixed fee contract in etfeet ce ota Wary 1 19DP. a total of ap 
proximately 325.500 measurement tons have been s+ ped up to Sep 
tember 30, 1952. The average cost under the contract agereoated 
S30.18 per ton to September 50, 1952, o1 AG |e i) tol bit 


ments under the purchase order, 


Phe committee again emphasizes the importance of complying w 
established procurement procedures. It was obvious on May o an 
again on dune 1. 1951, that the purchase order would be in exc ( 
S1.O00000,. \ cost-plus-fixed-fee tvpe of contra iould heave 
initiated by the Corps of Engineers. Phe Corps of Eneineer ti 
time should have assumed s responsibilitv and entered into ost 
plus-fixed-fee contract. TTowever, it was not until January 1. 195 


after this committee had started its Investigation of the Moroccan an 
base construction program, that they arranged for this tvpe of cor 
tract. If due diligence had been exerted by the Corps of Eneineer 
at the Inception of the contract, Savings on the over all pureh e orcde! 


cost would probal ly have approximated L.COOLOCO 


In addition to the savings, expensive ana protracted nerotliatiol 
extending from January 1952 to the present time could have beet 
avoided. 


29451 De 
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D) SECURITY 


\ tated al Ve, nm con tion with the Pury into the over all 
oroccan air base construction project, the committee obtained infor- 
on, largely thi ugh the eood offices of the New York City Anti 
Crime ¢ ommittee, Ine... indicat ng that certamm unsavory practices were 
prevalent at Claremont Terminal which appeared to have a direct 
effect on the ultimate costs ot the Operation to the Grovernment and 
the security of the port. National attention has since been focused 
On milar UNSAaVOrys conditions which appear to be widespread a the 
Ne\ York Harbor area. During the past Ls months, al number ot 
local and State groups have been investigating crime, racketeering, 
pavroll padding, coercion, and other unconscionable practices im con 
nection with the handling of materials entering and leaving the port 
of New York. Among these groups has been the New York State 
Crime Commission, an official body, the New York City Anti-Crime 
Committee, Inc., a private organization, the New York County district 
ttorney’s office, and the grand jury of Kings County (Brooklyn). 
In ddition, various groups On the New Jersey side have also beer n 


Y into these conditions. 


iM < 1) 
Phe committee is informed that the recent public disclosures in 
New York have been the result of the combined etforts of several 
of these Froups. A shoe king pattern of conduct has been unfolded. 
It Ippeared from our imquiry that emplovment at Claremont 


Ferminal was largely in the hands of ex-convicts and other perso 
criminal reeords, apparently acting mn concert with political 
oth ils. While it is not within the irisdiction of this committee to 


vestigate racketeering and erime, as such, we believed it was our 
duty to determine the extent of such practices at Claremont in orden 
{ determine whethe1 1) the security of the port was adversely af 
ected, and (2) the costs meurred by the Government in the overseas 
hippmnge operations at Claremont were increased thereby 

lo this end —_ committee’s investigators established laison with 


e New York Citv Anti-Crime Committee, Inc. Throuch that group, 
we v nc ceaeiied "with Witnesses and documentary evidence tending to 
tab lish a sordid pattern of ri: es coercion, payroll] padding, 

nd other types of vice and « me at the terminal. The committee 


heard several witnesses, iis representatives of the police force 
ot Jersey City. Also, it examined certain documentary evidence 
which tended to establish that. at least until the arrival of the com 
nittee’s Investigators, Claremont Terminal was used as a dumping 
evround for ex-convicts, idlers. petty criminals, and other hangers-on, 
who were friends of, or had influence with, racketeers and their 
political friends. 

Phe committee ts deeply indebted to the New York City Anti-Crime 
Committee, * for providing it with this evidence. At the time 


Was recel\ this committee Was assured that in the not too distant 
fritrare all the ev dence affecting the entire a publicly 
br mnted at open hearimgs to be conducted by the New York St ate 


(‘rime Commission. Unfortunately, the presence of the committee’s 
vestigators in the area gave rise to newspaper speculation that this 
muitfee Was col cluet ne an iIndependes {1 vestigntion of racketeer 

nd ertme conditions on the docks of New York. Obviously. this 
‘ould not be the case. It appeared that the investigations 
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ceeding in an orderly and method eal fashion al cl that an ovel all 
public presentation of conditions in the entire New York water-front 


being conducted by the various law-enforcement age) es were pro 


area would ensue in due course... The committee’s sole official interest 
in this aspect of the matter was, as stated above, to determine what 
effect these malpractices had on the sec rity of the operations at Clare 
mont and the cost to the Government. That they did have an adverse 


effect on both is amply demonstrated by the facts stated in this section 
of this report. 

The facts appear to establish the following pattern which previously 
has been dlisclosed through the efforts of the New York City Anti 
Crime Committee, Inc., and the New York State Crime Commission. 
The shape-up method of hiring longshoremen, according to sworn test! 
mony, works as follows: Each longshoreman is hired merely for the 
day. Every morning a whistle blows and the men who have been 
walting for jobs form a circle around the hirine boss, who hands out 
the “brass cheeks” which signify employment for that day. Thus the 
hir ne boss can exercise the power of economie life and death over the 
longshoremen. Members of the local union who testified before the 
committee in executive session, and who stated that they were in fear 
of their lives for so doing, asserted that if an individual complains or 


discloses to the authorities the treatment that he receives, he certainly 
will get no work and “you leave the docks—most likely in an ambu- 
lance.” 


A further refinement was practiced at Claremont Terminal through 


apparent liaison between the h ring bosses, who for the most part 
were known gangsters, and local politicians. ‘TT refinement was 
described to the committee a the “no shape * job. Under that a Pang 
ment, favored individuals are placed on the payroll but are not re 
qu red to do any work. Their sole function dppare ntly was to collect 


their “wages” on payday. 


It is indieated by sworn testimony before the committee that this 


practice prevailed at Claremont Terminal during 1951 and well into 
1952. A detective of the Jersey City Police Department (who has 
since testified publicly n the New York State Crime Commission’s 
hearings) informed the committee that, in the line of duty and un- 
known to company and union officials, he caused informal attendance 
checks to be made covering a 3-month period from January 1 to 
March 31,1952. According to this witness the daily count of workers 
hn most Instances, was considerably less than the number reflected by 
actual payroll records. Shortly after it became known locally that the 
committee’s investigators were looking into the matter, the night shift 


st Claremont Terminal was eliminated. This involved over 400 
workers. The reason given for the “lav-off" was lack of eargo. How 


ever, members of the “night shift” testified before this committee that 
on prior similar occasions all workers had been retained for consider 
ahle 10 he here w: ] o for them to d Wit] ences 
LED Le periods W en there was nothing for them to do. VIthnouUut a Phys! 
eal check of the persons present on ea h shift over the entire period and 


Recently such public hearings have been held 1 t! Ne Yor State Crise ( 
mission and are still in) prevress According to Jar DD. Walsl vor of the Ne 
York City Anti-Crin Committee Inc the infor on concer! Cc! mont ‘I ] 
made available to the committee staff w Iso given ft rey ent f tl N 
York State Crime Commissier A coy of Mr. Walsh's letter of Th er 18, 1952, to tl 


chief counsel is contained in the appendix 
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| ’ ech count \ ! the | ivrolls tL ll | IMpOssi lt 
V to determine t | of unnecessary expe eto the Grov 
er nt re Itine fro I rau lent pn { Howevet il s sale 
t« that t (government urred lay roll costs for which no 
work w performed 
Phe committee in its review of the purchase order noted that labor 
were biuse ( Hxea tye riv rates | ( ure] order pec 
hed that f ({ ere requires L prerequ eto reimbursement, 
13 eof ti mopha on ( ds t we Comittee not surprised 
ti d that there were ab 
vorn testim vy take executive session, 1t was reported that 
) (detober Vv . IYdl. two aor Wwe key el ploved by Dace Bros. at 
Claret nit ee hh nial were arrested on a minor charge b\ the Jerse \ 
( Police Department. Both men had previous criminal records 
| dental to their arrest, the ir used by these two men was searched 
135 time eards of Dade Bros. were ed. The time cards had bee 
bv five different workmen. all of whom had prior crin nal 
rece (din itor t reported tliat sub-eq ent Investigation 
pro that me of these men had previously been carried on the 
hypend pavroll Pie ad for an explanation of the t me cards by 
police department, one of the prisoners was vague, but remarked 
thet 
1 brainstorm Wal ’ defraud the Government | 
( cl Phe N ey | ther ed this 
‘ ve ( ek. B. 1. for investigation to determine whether any Fede 
! ween \ 
| 0 byt Internat | Longshoremen’s Asso 
ition Accord yr te Wo) testimo before this commit ee, the local 
: ] tecl w 1) f ILA. ¢ fested 1 ;wodlums and anu 
1 f be nad son wey oflicials have police mia priso 
( | tl rious types of crime are rampant 
( cl ck J neluding pilfrerage and the smugelne of nareot es. | ( 
t | ( | ( of hiring lo eshoreme) each dav at the w \ 
oft ob 8) Liye to ki k baels The eumul itive effect 
oO] lth fradulent and erin nal activity is reflected in the insurance 
l ‘ ra »>percel additional o1 ‘argos consigned to the New 
Yi c By line charges are approximately 20 percent more thar 
if tl Ce CArGOS We lipped from other ports on the Atlanti 
thonre ihe } ltant cost incalculable The Committee finds 
{ t te \ rstand why i ' wo of all these reumstanees, the 
( Orps ¢ { nen eers clid not t ike netion to terminate the Date Brot] e 
contract without the intereession of a congressional imnve Stigation., 
Durine eebtire ope tion at Claremont Termin l the Army eng 
nee! vere Cog uit of the fact that corrective measures should be 
t After our invest’ gati commenced, numerous confer 
ences were held between committee statf members and officials of the 
\rmy Corps of Enginers and the Army Audit Agency. The record 
ndieates these began as early as May 1952, including May 6, 7, 27, 
June 16, September 9, 12. 16, 19, 22 PR and 26, and October 14, 21, 22. 
ind 23,1952. This proj was classified “secret.” and although many 
security surveys were made of the facilities, no attempt was made to 
screen the personnel working on the docks. It was not until 14 months 


operations began that the need for fingerprinting was even 
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On February YS. 1952. a Ference by ¢ ( | | 
district engineer, Atlantie D on, Major ¢ AB \ 
dier General Hardin of the Office of Chief of I and Brigadier 
General Lovett Or; t | e Inn t ()cea Lin I \f | ( 
fingerprinting of all deck workers was discu ' ir the 
plan was approved. Sometime betwee ruary 2s dl M » LY, 
1952, however. Colonel ench reco Le the mat Lich Le ped 
(reneral Lovett that he was abandoning th 0 He stated that 
the basis for his deci Ohl wa he cle] ile Li latLo | sel ey 
( ity area and the aggressive efforts of e,) ey City police ! ng 
known criminals from the water front 

The committee's staif members, { ee ts to New Y rk C 5 
were informed that the aggressive effort Ot t eh vy City 1 ( 
were the result of a directive fi mi citv i il] »preve The ¢ ( ent 
of New York City dock workers, thereby reating i labor ore 
Phey were advised that in furtherance of ( Ne? 
WW passecl re ring the registratio thr thre Ly ( rtment 
f all pers "V Is Phe ord e appal 
ently received only perfunctory comp As part of the stated 
Le 1H, DUIMeLVO! Cal pottt | LaLarye't ed P< y ras he 
local hin na boss . recon ing t ber l L\ e poll ins 
ipproval for emp! ViInnent, 

The committee fully appre ates that the Corp of EF emeers hot 
‘t policing organiZation., H ywwever, 1f the corps icl dlopt «| the 


} 


standard practice of the United States Coast Guard, requiring finger- 
pri ting of all personne] 2am tted to areas unde the r sl 


uperys nl, 





many of these abuses would have been eliminated. It is appropriate 


to report that the Commandant of the United States Coast Guard 
reported to the comunittee that at no time during the operation at 
Claremont Terminal was a request received either from the Army 
or the contractors to institute security mensures. Had such a system 
been put Into operatiol the nfluer ‘eof tl e racketeers would have been 
curtailed. and the efficiency of the job woul have been materially 
increased, thereby reducing the over-all cost. (see appendix. ) 


(1 rik COST-PLUS-FIXNED-FEE CONTRA 


A cost plus fixed fee contract between Dade Bros. and the € rps 
of Engineers was signed as of January 1, 1952, and was to extend un- 
til December 31, 1952. Performance under the contract was to be 
supervised by the office of the district engineer, Atlantic district, New 
York City. It was estimated that 600,000 tons were to be processed 
and shipped at an estimated cost of $16,578,000 or at the rate of $27.63 
per ton. The fee for this tonnage was $288,000, or approximately 1.75 
percent of the estimated face value of the contract. The Army Pro- 
curement Manual is specific in its administrative prov IsIONS AS applh- 
cable to cost-plus-fixed-fee contracts, and imposes the responsibility 
on the contracting officer to provide for the comp tation of costs, 
methods of time checking, security, and So forth. Furthermore, the 
prov isions of the contract 


prov ide for the object ons ral ed by George 
Dade, president of Dade Bros.. Ine.. during hegotiations on the pur 
chase order settlement. It S] elfically spells out the procedure and 
administration of the controversial items raised by Dade. 
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li complia e with the requirements of the contract, J. H. Cissell, 
project mani r, on June 3, 1952. published i memorandum titled 
“Misconduct and Cause for Dismissal.” which listed 20 infractions 
of the rules as a basis for immediate dismissal. Included are such 
matters as mil ioral behav or, failure to perform duties efficiently, 
excessive hors play, prac { ical jokes, falsity Ine time eards and produc 
tio} records, disorderly conduct. and sO forth. The publication of 


such a memorandum is certainly indicative of the prior existence of 
| 


east, 


such practices. It would seem that immorality and forgery, at 
would be generally understood as sufficient grounds for discharge, 1f 


not eri ul prosecution, without prior public notice. 

Che administration and supervision by the Corps of Engineers 
under the ce plus-fixed-fee contract was a substantial Inprovement 
Ove ts performance of the previc eal der the purchase ordet 
He er, some loafing | overstafline continued. Undoubtedly on 
ol ( ol t ] hye fil ( of the ( I} of Engineers to 

) ul lly l 1 pel | il TV diie t | ! iuiX 

} | rec or qi l s and gave f leru 
t¢ . ( t | rrp tye f mel quired 
rform a fic yob, and the production volume, which should 
ntractor’s prerogative, was usurped by the hiring 

n el ; ¢ rye le i by lo 

] l Wit t regard to qual wlons, Phe committee ha I 
cr from the New York City Anti-Crime Committee. Inc.. a list of 
ipproximately 500 names, ndexed by wards, alleged to have been give 
to one Tony NN sur iitto.a hn ne boss, by an offi lof Jersey City. We 
were also furnished by the Anti-C1 me Committee ¢ pies of approxi 
mately 100 calling ecards of local officials with inscribed messages intro 
d ¢ their friends to the hiring bosses. The cards in nearly all in 
stances were addressed to Marchitto or one August D. Acuitis, hiring 


bosses, recommending the bearer as “O. KK.” The ecard were used 
frequently in 1951, and in early 1952. Subsequently, the picture 
changed, 

In the spring of 1952 because of a disagreement between the local 
po ticlans and members of the lo¢ il uw on, the call hy card practice 
was discontinued and many strikes occurred. One of the factors 
contributing to the disagreen ent was the actis ity of the Jersey City 
police, who kept the New York dock workers off the Claremont Ter 
minal because of their “criminal records.” Strikes were precipitated, 
commencing In March 1952 and continuing intermittently to the term1- 
nation of the contract by the Corps of Engineers. 

On September 9, 1952, the Office of the Chief of Engineers notified 
the Atlantic Division to terminate the contract at the convenience of 


the Government effective October 31,1952. Suspecting that the wild 
eat strikes were the basis for the decision to terminate the contract 
with Dade Bros., the committee specifically requested the Depart 
of the Army to st the re rs) prompting the decision. In 
repty eon Or obet , LvvzZ, the Army pointed out that (a) operations 
5 i ! 1 \ e initiated di g the early phases of th 
Morocean, Mid » ik t, and North Atlantie construc tion programs, 
(/ u t] fore-mentioned areas was proceeding on a 
(c) tl nitinl and more d manding shipping require 


rn) i th) New York ] Ll were 1 fied. and (da) facilities were 
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provided for in all but a few isolated locations. Tor these reasons, 
the Army decided that it was in the best interest of the Government 
to terminate the contract and utilize Army shipping facilities. The 
Army further stated that the labor troubles at Claremont Terminal 
did cause minor delays, including a few wildeat strikes and that 
ho serious delays resulted, and labor cl {Tie ulties were not the cause of 


the decision to terminate the Dade Bros. contract. 
The Army now estimates that at the time of the termination of the 


contract SO.) measurement-tol would) be shipped through Arniy 
facilities at Hampton Roads, Va., and New York ports of embarkatior 
during the balance of the calendat year, The Army stated that such 
material would be handled in the same ma eras regular n litary 
supplies ana equipment, except that tT any proce gy Or pu k hg 
was required ove} and above that furnished by the vendor as a stand 
ard commercial export package dd item. it would be ace nip! 1 by 
independent contractors. It was anticipated that a ppreciable re 
duct n cost would be realized. but no realistic estimate of saving 
could be fur ed at that time. 

Th Oriel il cohtrine esi ( POV OU Phi ( 
SEL pp to “epte eC] ) | is ecate ye - 1eav v 
estimated tonnage of 274.500 t }} tunic { Hoy 
evel 1 ( \} \ l ect ft j ) ‘ ? ) ( Type | 
Army ports for e period Nove Decel veda 

| ! oOvpvVIOUs t { Co] | | L ef erVol Cher 
original estimate. The committee inv the attention of the Secre 
taries of all the ervices to the need for a mor eal ipproa 
their estimates of defer projyect lt ( \ careful and 
realistic estimat Y by the combined services ee] ilopted will 

} ' 


the Congress be in a position to properly evaluate the importance of 


defense projects. Particularly is this true when projects are initially 


pre sented for approval ana the necessary appropl it1ol 
k DISCUSSION 


In fairness, we should point out that during 1951 the so-called crash 
program wis in operation. Dade Bros. were repeatedly told by the 
Corps of Engineers and Atlas Constructors that the fate of the free 
world might well depend on the speedy completion of the overseas 
air base construction program, and that the uni terrupted flow of 
materials overseas through Claremont was essential. Because of the 
emphasis on speed Dade Bros. were called upon to perform costly and 
unusual services. 

However, General Lovett in his price redetermination negotiations 


awarded Dade over SB50.000 of “overhend costs” above those recom 


mended by the Army Audit Agency. General Lovett stated that the 
redetermined price was base lupon a realist i approach to costs ulreacly 
incurred and allocated to the work already perfor 1. Presumably, 
in his liberal treatment of the overhead cost figures. General Lovett 
took into consideration the emphasis on the erash program | ch re 
quire hdithona ork XE { 

The eor ttee rea { t Dade Bros. f ‘ nit 
at the merey of th cKketee! H vel [ 
condone then ipparel ncdifference to pra \ \ Chie 
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i thie ( ! {tee i¢ ito luce 
’ { 1 | the t of opera- 
i ! | | ) Din e opera- 
1 deve VO rye entat ves of the union necessit 1\ would 
ye ' . snow ledar to the extent of ft abuse, 
too f xpect that responsible contractors 
‘ e) \\ her el 7 rvees were actually 
fOr vh 1 ere b o 
} \ nit Dade Bros. were llowed a 
} ( t te} ys | } in 
re ent ! ould be to the contractor’ nonetary advantaee to 
to payroll padding. This is one of the essential vices 
the f ‘ tel als contract. 
Under the cost-plus-fixed-fee contract, Dade Bros. could not profit 
ly by additional or charges. However, such costs would be 
the Government unless it could be affirmatively shown that 
Under such circumstan the contractor could 
‘ ( kx ers bv pel tty the practice to continue without 
1 lf 
| oTar a We h e he ible to dete rmine, at no time did Dade 
31 formally notify any respol ble agency of the conditions which 
ule { roughout t] operation. N vr do we find that Dade 
Bros. ever appealed to the principal contractors, the Corps of Engi- 
rthe ¢ t Cruard for assistance in resisting the dictatorial de 
of | rou} Of politicians al d racketeers. The contractor 
ipparently did not a ne Its responsibility in protecting the interest 
of the Governme) which the Americar people have a right to expect. 
ys ll of 1 the mmittee concludes that Dade Bros.. with full 
knowledge of the facts, followed the lines of least resistance. 
The committee has since learned that after the contract with Dade 
Bb id been terminated at Claremont Terminal, the ame con 


tor Was invited to bid on a contract for terminal services at the 
Haipton Roads, Va., port of embarkation under the jurisdiction of 
the Transportation Corps of the Army. Dade Bros. was 1 of 12 firms 

vited to bid. Bids were received from only two firms. Dade Bros. 

is low and wa awarded the contract. 

| he committee tel ds ( ivefully to scrutinize the operation of this 
contract, and recommends that adequate measures be taken by the 
Army before the fact to insure that the conditions which prevailed 
it ¢ remont are not repeated at HI impton Roads. 

he committee shares the indignation and revulsion felt by the 
American people al the shor king conditions which it has been found 
to have existed during the operations at Claremont Terminal and 
which, apparently, are the norm in similar operations throughout 
yew York Harbor area. That such practices should have grown 
poand should have been permitted to continue 1s a shocking com- 

farv on the law enforcement agencies who have jurisdiction in 
[ wa en ill al on the leaders! » of the labor WhIONS involved. 

Phe committee wishes to conmend the various State law enforcement 


ort es who have cooperated to bring to the attention of the American 
people the conditions existent in the New York Port area. The com- 
mittee hopes that these agencies will 1 igorously pursue their inquiries 
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and take all measures, { n the ll LIction, to ¢ ite t ul 
healthy state of affairs. 

The jurisdiction of the Senate Committee on Armed Services it 
cludes matters which affeet the “ec umon defense eenerally.” he 
primary work of the subcommittee is to act as a “watchdog” to see to 
it that the armed services clo then lob effi ently and economically. As 
stated earlier in this report, the investigation of racketeering a 
Mangsterisni, as Such, IS Hot oul oth ul « ( : H ever, tne Onda 
tions which we fow to exist at Claremont ‘Vern il juestiol tbly 
had a clirect etfect o1 thre Cost OTF Overseas SHIP L ol ater heces 


; ] 1 ] 
Sary to the wcdequ ite GeTense Oo] 


LO Col stitute the ge eral patter) 1} thi port of Ney York. | il ort 


is one of the principal a enues through whi military eq pl 
supplies Lie hipped to our Tor overseas and to oul illic I t 
plain fact appears to be that the cost of those piments is col ling 
to b materially increased by thes Miaipractices, \t a time whe 
the resources of our country are be Y” so heay V taxed to pro i 
the hecessary lefe es Ol oursely and oul rie) the 

iainst a ruthless ageressor, it is an effrontery to the Am« in peop 
that a small group of racketee oodlun ould be l to 
it riput ( { pe! I uv Suly Li¢ j eces 
sary to that task 


\ oO ipprop t¢ { Lhici wut \ } { \ t ( 
illo nt hate i ntere { 1'¢ 1 re a tered | 
oO} l el to ! ve ‘ t \ 

} 

Y« ) nV ot \ l \ a) La it 
HiLOLiel ( OV a \ cr ye ] | Tiree »} 
Dep rtment of ety ! 1 othe intel ea eN ( oO f it 

I ‘ a 

} 

i ide t1o} | eo lat ) (i tO i eS I il 
propyl 1 ( tte Tlo ores ( oad ed 


IV. Action ann ComMMENT BY THE ARMED S ICES ON 1 Rrcom 

‘I | IONS ( N IN] Is HE ( M TEE Ss 1 Repo! 

] its forty second repo! Live mittee 1 icle O recommendadatlo 
Some of these apphed nlv tothe More i prove Qt rs were ¢ 
sioned to strenethe proce res of the armed ser\ dealing wv 
other undertakings of the magnitude of the Moré r-base-c 
truction program. These recommendations were transmitted to thi 
Department of Defense as well as the Army, Navy, and the Air For 
who were asked to comment on them and to inform the committer to 
what actions they had tak or wou take to implement thos \ 
they concurred. Each Department gave such recom latio 
ful consideration and ultimately all reported to the cor ttee. Tl 
letters from each of the Departments are printed in the appendix 
llowever. because of the careful cons leration T1LVE by the services To 


these recommendations and because of the far-reaching oreat 
and administrative changes which would result from the adoption of 
certain of them they are dise ssed sepal itely helow 

(a7) In its first recommendation z the committee ureed that the eva 
ation by the Maxon Survey team go forward expeditiously and a full 


report thereon be made to this committee as qui kly as possible. A 


29451 5 t 








() ( CCA \ ONS L< > 
\ t ! Lil tt ( ed iw eal ! ectlol 
I repo 
Phe committee's second recommendation called on the Secretar 
( e Ay to “tal ( v steps to assure tl the confi 
delay decision, and waste which occurred in Morocco is not repeated 
| Tt ON en vir base O ruction prog! In] 
( reco! ‘ ition the committee demanded that the S¢ etary 
ol Air | ea ecessary steps to 1 that there be ne 
epetit of t type of n understanding between the Air Force and 
the Engineers which “is glaringly illustrated by the confusion as to 
the d ition of t ‘era h’ program.” Acs these two recommendatio 
{ ( ( uth I ( t10 thre tie ( by ( \ 
| Theres \ lb wewred rel hel 
lk ter of N Ve oper 4. J 1 iit \ ot t om tte 
Secretary of the Al \ is set forth ( dditional en I which 
wen taken to avoid a repetition of the conditions referred to 
, il l ( hit 1che 
lL) The estab he Corps of I ers of 
ra OF ‘ _ pre ttt Pro} ! ( tins { c (I 
lv { ( ( ( 0 aT ( me} o 
( ep tual Salad 
t ! ‘ 
‘ 7 
rt et 
( of Ie ent ( lan bi ) 
( arty eng ‘ YI nt ‘ 
‘ L te I ‘ , } 
pers ( ( rs perm \ ( ( { { fey) 
n jol 
\ yepre taff of the Ad y A or ( 
trengthene e Comptroller of the Ag olle y the 
' The following actio ive bet en te 
e At \ 
{ , on i 
! I e cont I \ Aud Age 
nm <« bh ed wherel p : 9 ye 
} g te tion of the ») staff of ie A I 
‘ g n I l \r hanne ] , 
\ \ Ag bee ‘ ad \ ( l d é 
! lo ng made I ( eveloy 
the audit staff 
I ea { Mm to those remedial ps tlready talk 
D \ \ ror n the Secretary lett of July 4. 195». 
\ ( dec our prior report. It ts hoped that the ec bined 
efl t the new procedures, ‘coupled with a determination on the 
palt OF respo sibl persol 1 to make them effect ve. will ovo tar t 
t Hrdnrate ruture project the waste and ineflicieney which oeeurred 
\Moroece 
\ ail eprint of the ver-all administrative course of fut 
construction projects the Secretary sets out the following: 


Except in cases of extreme emergency, a firm program, including the required 
hnding, should be established prior to the initiation of uny construction, pa 





MOROCCAN AIR BASE CONSTRUCTION 21 


_ 





ticularly construction in overseas areas. Such a prog should encompass, 
where a foreign nation is concerned, prior Consum tion of diplomatic agree 
ments Complet on dates should be established or realistic basis and there 
should be periodic review of such dates the ght of existing conditions 
Which might affect the initiation or the progr of the constructi 

The comments of the Se retary of the Air Foree, while more genera 
In nature represent al ittitude on the part of \ orcs f aware 
ness of the problems involved a \ oness t F-ey it10 
ind self riticisn Also they l ite a conti cr ¢ | tt ( t 
bettel coordimatio wWnone }¢ a t 1 cri 


cooperation and mut il effort Is a 
In his letter of November 25. 1952, te urn 
Secretary Finlettet l the following to say 
Your committee |] pointed up some « ( f} tie ered the 
f Morocean base progral pros rend d f 





i - = 

tude and the complexities of or ‘ ‘ 
opinions may differ as to the extent 
been avoided, the e t f chi thi . vet 
eommittee and « ( ‘ I Gg 
IS lessons of ere I il { 1 t ( \ 
encouraged both Secretary I nad f ‘ 
relationship between t} Department ane e A ( ' i I tl 
we both fully appree { th Ss \ cing v ! 
ases j ude clear allocation of respol ty and ¢ exchange « nfo 
mation and ideas 

As to your recommendation No. 7, in f eCOLT , f oO} nd 
misunderstanding whit ( sted, t \ be \ ‘ \ t 
of the facts, took corrective steps wit { ) rgal tion rt Direct t 
of Installations with the A Force, Ww h is respons \ir Foree as 
of our construction w k is fi sevel bee ss of grad 
reorganization and improve t 4 } rene ning thr h t 
assignment to construction we of ad onal nersont Ou tion 
ganizati was woefully thin the ti ( the Moro ! ) | Ss] 
as strong as I should like to see if We are dw CO o be, f d wi 
2 Shortage within the Air Force f tra ed, ex jie enced ‘ < uction pe rsonne!l 

In addition, further to improve our performance pects of constructior 
we have retained the se ces of committee of outside experts well known it 
the various ftields of construction and of unquestioned reputation t rev ie the 
many aspects of the Air Force constru on progra Under this committee of 
consultants are two firms, who are doing the “leg wor f detailed review and 
study of existing Air Force practices We are, therefore, proceeding ith a 
two-pronged program of (@) reorganization based up owl ‘ of our 

| problems, and (b) seeking the best outside advice which we « obtain 

Some of the conclusions which you re h in vour report ‘ cht not f 
agree with ] do not believe, however, t fan ET] purpose W ld be served 
by my commenting on them in this lette The important point, it seems to 
me, is the fact that we have learned from our experience and tha ve e puttiz 
into practice what e have learned In connection ith s furthe nvestig i 
tion as you may make of the progress of the Moro e prog | 
convineed that we ecnan demonstrate to \ that cor ‘ roy timuit 


orderly, efficient, and economical basis 


It is encouraging to find that the Army and the Air Foree hay 


recog) ized, although perhaps somewhat belatedly. t the conditions 
bro eht to heht in the committee’s invest gation ex sted and tha they 
have ft ker eonerete measures to correct thei The com) ttee |] ne 
that the services will maintain continuing vigilance to ferret out and 
eorrect similar conditions, if they exist elsewhere, without the neces 
sitv of a long and expensive congressional investi: on to prod thet 
to retion 

(ec) In its fourth recommendation the committee ealled on th 


Secretary of the Army to determine whether disciplinary action was 








29 MOROCCAN AIR BASE CONSTRUCTION 


warranted against any of the military officers involved in the matter. 
In the tenth recommendation the Se retary Was requested to review 
the testimony given by the Chief of Engineers before this committee, 
nthe leht of hh knowledge, at the time it was given, of conditions in 
Morocco and to take appropriate action. As these two recommenda 
tions are interrelated they will be considered Lovet ther. The following 


action was take Ly the Secretary of the Army as reported to the cha 





nian of this committee n the letter of Novembet 4, 1952: 

Before determining if disciplinary action was warranted against any of the 
Ariny officers concerned, I have waited to receive and carefully to consider the 
Maxon report, supplemental reports from the Inspector General and the full ree 

ons of the staff As a matter of principle, I ha always insisted that 
ffi sand ¢i ans of the Army Establishment make every effort affirma 
ely to bring before committees of the Congress all data relevant to the particu 
la nquiry and actively to cooperate with those committees to the end that 
contusion and misunderstanding may be avoided In the light of all the evidence 
able to me and in view of the recommendations made by the It ect 
Gene! and the Chief of Staff of the Army upon the matter, I have admonished 
I Gen. Lewis A. Pick, Chief of Engineers, for not testifying in a clear and 
Mnplete Thahne before vour committee and for not causing the Morocea buses 
lequately inspected by representatives of his office during the critica 
ges 11 Sore f the difficulties which existed during the crash phase of 
lhe I t program might have been earlier corrected had their existe 
et de fully know to me and to others in the Departm nt of the Army here 

Washingtor I have also admonished Col. FL F. Frech, then division enginee 

New York, for not having representatives of his office inspect the bases during 
thie ( pel od In addition I have admonished Col. George T Derh thie 
d engineer in Morocco at the time, for failing fully to inform his superiors 

‘ ignitude of the construction ficulties he was encountering and of the 
s, howeve ecessary under the cire termes \\ h he was taking in 
ll Lleol methous 


While it is reorettable that such action was necessary. it is obvious 
that the imterests of the people of the United States as citizens and 
taxpavel should be paramount, It is hoped that the action of the 
Secretary in this case will stand as a warning to other persons, both 
military and civilian, who may be in charge of similar projects, to use 


vyreater care al cd prudence in their gvovernance of projects nvolving 


expenditure of the taxpayers’ money, 

The committee is pleased to learn that, largely as a result of its 
ure no, the armed services have maugurated programs to 1 till cost 
CoO ClLOUSHeSS I! the r ra k ana file Ilowever. th CoO?) mmendable 
object must not stop there. Those in high places whose responsibility 

to expend the vast sums provided by the American taxpayers for 
defense should be constantly aware that the American people, while 
ly to proy de idequately for the presery tion of « re ! will 
olerate loose handling of thei money, nor will they excuse waste 
Ctr Loran? mad fj c\ » 2) ( \ ere ie 4 It 7 vy | It 
) t he constant endeny ott Onimiitte t« to it t those 
} { | hh Hh) ren e W 1] ( held Lo ict i oO bility 
I d to adequate mil ! mig miust not lene | ky tc 
j omnilt ‘ ad that e Secretary of th 
\ ‘ } vheft } e Cro } e) hs rores ibl lain 
( thr ) ‘ li 
If ( re e them quick] d Vigo) ly 
\ f DS Pa report tn tl f thi 
\ | } ! { 
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I nad ¢ ment re ‘ ] } ) ( ntracto1 oth 
W nade ‘ ‘ | ore bv caretul elect 
( ( ‘ ( lé e MNanag ent 
} er — or elk ’ f he job. suel is 
( f nda ! | ! pavin \ (dit il benefit, 
‘ ! ce 1 ( s tha he joint 
e mak fe ( raphie a 
‘ } | ! ‘ en 
. . f } eY 
‘ ( ( ‘ ‘ f ‘ per 
t it 
1 
! Ia 
( 
I 
Ypectt ts 0) \ ! ( \ i 
1 | i] 
fe) ; 
) 
t*¢ I ! \ | 
j ( ( ( | S 
( l ‘ | nd 
( ’ ) y . r 
? ‘ ! t t t ‘ ) 
‘ | ‘ 0 ‘ 1 trans f 
‘ 
! t t 
] ( on 
| ( ‘ ‘ ( ! Ce] } 
I t t ‘ a t 
‘ , P ‘ na ‘ ( ! in 
1 1 \ . n} he ¢ 1 I 
} } } | 1 1 
‘ ‘ | l 
( rt dre he nar { 
‘ ( ! ! nee el \ the prime 
t { t 
' l l } ° 
Secretary Finletter concurs in the thought that the magnitude of 
miiiitay project makes necessal the yornt-venture type ol | 
’ } l } z . | 
ent but concede { iT tnere 1s °°a po ibility OT a f] s10Nn ot 
«* 1 1 1 ? | 
\ H ever, Ne Lor not t k the problem 1s serlous 
r | Col ent nee tt nt \ fure are re 
their ft vi pore r ee ie pertorm ce oT t 





endation No. 5 I ment Secretaries 
vit] hy . I ! i bility of dealing 
’ i ! el re sa 
‘ 1 ‘ \ | nd si of seve con 
d | ire d ce for 
( I ! roje ppeared in connection with the 

» 4 I 7 1) ven Si} ‘ ( ‘ ful co 
st) 1) nv great ¢ s ind 1 ny are in s ial 
en nae enture arrancement The growth of this 
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top management perso! ( to the pnerftormance ¢ { e ricie } nes, 
the same type of contusion and lack of respon rv h marked 
the effort in Morocco is quite likely to recur. We agree that the p 


cipal weakness of the joint-venture tvpe of ore itio the 
bility of diffusion of responsibility, which, exageerated case, 


might very well result ina ttitude among the comp te pani 
of “Let George do it.” Tf. order to CO Peart y 
truction project, the terested sery e deter { t } st i| 
with a joint venture, ih service mu LiISO 

to see to it that the organizational arrans e@ Jol Ve 


- 


ervice must assure itself that top ach trative 
sonnel are assigned to the tasl . 
(7) In its recommendation No, 8, the eommitt ( the S 
tary of Defense to make a study to determine what 
tv and responsibility should devolve on the A I ) 


with planning and construction of future proj} rd 


rsecretary Lovett made the fo] OV ne comment 

Reference recs mendatic \ir | 
agreed basic delineation of t] etic ' 1), 
partments regarding Air Force nr: ous ed | 
These regulations follow the patter ey ‘ ( 
structor relat ns ps empl t adel 
the terms, the eg if S appre I \ I ct 
sufficient responsi t\ I t i t hit W \ | 
for proper fulfillment of Air | e planning and cons However, there 
are indications that some pr lural changes may ed I é | e Air I ce 


is circulating a proposal designed to effect such change . : to broaden 








Wi 





MOROCCAN ATR BASE CONSTRUCTION aa 


economy and efficiency were cast aside and the job was done on a 
“hell for leather” basis. Whether all that occurred in Morocco was 
justified by that sense of urgency is highly questionable. Certainly 
the committee still feels that after the bases at Nouasseur and Sidi 
Slimane were rendered operational for emergency use on July 14, 
L951, there was no adequate reason for the continuation of waste, 
confusion, and inefficiency. However, be that as it m Ly, the committe 
hopes that the proper lessons have been learned and that our pl nn es 
for the future is such that it will never be necessary for us to repeat 
the same mistakes in any future overseas construction. This will 
require careful advance p lanning and earnest cooperation among the 
military De partments, the St: e Department, and the other interested 
arms of the Government. We trust that sueh p! inning is beim 
and that we will not aon 1 be in a position where it will be necessary 
for us to vo forward b Endiy. 


(2) Inthe sixth recommendation the committee directed the Secre 


yr done 


( 


tary of Defense Ch) to make a study as to whether current auditing 


pract ces and proced res are adequate fo. the protect on of the Gov 
ernment and (2) to O1lVeE careful consideration as to whether the 
publie interest would not better be served by the elimination of the 
separate audit agencies in the three Departments and the creation of a 
centralized audit agency under an official respo! sible only to the 
secretary ot Dette nse. and report his fit dings to the committee. 

The Secretary of Defense in a letter addressed to the chairman, 
dated Janu iryv o, 1955, recog! zed ceertam dlefier cles 1 the current 


audit program occasioned primarily by a shortage of highly qualified 


auditors, the tremendous work] load, increased use of contracts re 
quiring audits, lack of adequate accounting and cost control by SO 
contractors, nnd the increased workload due to the assumption of 
nternal auditing as directed by the Budget and Accounting Act of 
1950. He further stated that the following teps are being taken to 


overcome these problems : 
s) Adopt hea rey ed ipproach toa 1caiit requiring less mit 

1 

t 


power but providing better coverage. 


(4) Establishing procurement procedures which will eliminate 
the excessi\ use of contracts it Fee auclit 
) Assigning qualified military personnel and recruiting ad 


ditional civilians. 
(7) Improving on-the-job and formal training programs. 


The Se retary. hi h ~ Tel ly To the second part ot our recommel da 
: I 
tion involving the question of centralization of audit gy agencie 
made the follow nea statement: 
Phe sf q { y 
thoug! has been giv : v 
rea id, on tl rf 
sucl nh WwW ‘ J 
WwW inetion e\ \ } 
pre I s 
lon . 1) 
hi l I] 
eve I uv 
ty ! 
t ‘ f ( d 
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mportant service function to procurement officials, thus requiring a close work 


ing relationship between the two groups Since procurement in ass gned fields is 
ed on by each of the three military Departments, audit f netions should be 
| ‘ Second, at the present stage of development of accounting and in 
‘ check in the Departments, internal auditing is relied upon almost as 
ting o} tion to assure accurate reflection ft transactions itt 
( iz reco! and to ap ise al evaluate fina al accounting 
‘ lure lr} ging operatil responsibilit under thre 
‘ol " ‘ not ed b I ew h the ce i if pol 
a N j Secu vy Ag h threes try Depart é s sepa 
| ere } l we] ed to ontil mproy 
‘ ( the l i { l ‘ the l d 
! Ty f or h re \ ’ 
( Ol plant evel ih there is produ ! re 
i el For the ye l sons, } chee ec ib 
‘ dit f ol thu 1 1 Vv sep i t 
! I Dey el this time 
] thie e it rope { Ss if Defense ) 
t | if thee ol epnal en itavel ( the compone 
( wal tive ( { of their tm Ol ! iV separate ald 
} t}\ mder ty eont iimatter Tor Turt he ( erallo 
I] 1 the opie . that } vcd) ~ ible if Tt] = Time. In Vy eve is 
releva tatutes now 1n foree pro\ cle fo. sepal ite budeetary mad 
fiscal departments in each of the services. However. the committe: 
. . : ] 
recol ends that the Secretary of Defense at this time institute a study 
‘ | 


entire problem with a view to determining whether the publ 


nterest would be better erved hy the establishment of an dependet { 
wudit program under eivilian control. The effectuation of this prin 


ciple might very well be accomplished under existing legislation by 


placing ultimate control over fiscal matters within each Department in 
in As tant Secretary (¢ omptroller ) respons ble only to his secretary 


ana ! fettered by other duties. That such at arrangement is prac 


tical ; best demonstrated by the fact that it has been suecessfully 
idopted by the Navy. 


V. SUMMARY 


The committee’s forty-second report recommended that the S« 
retary of the Army take the necessary steps to insure the efficient and 
eCOno il operation of the balance of the construction of the ait 
base n Irench Morocco In compliar e with this reecommendatiot 

t the reing of the committee, at ndependent survey group 
led by Glen Maxon. a construction man of established reputation, 
conducted an on-the cene Investigat1ol | 

Mr. Maxor formed the Secretary of his findings. Based on thi 
repol nd the n endent investigation of the Army, the Secretary 
} { med t} ( mimi ee hat the eC} re pl ect =— now 1n vo00d 
l will] mnpleted in an efficient and economical operation 

col iittee commends the Secretary of the Army for his expedi 
{ nd enthusiastic ipport and. with | Assurance ~coneludes that 
e] { ft] role te In this connec 
t { et of the Army. with tl eviden¢ presented to hi 
: recommendations by the Inspector General and th 
(Chief of Staff of ft Ar? v. 1 is admont hed (a) the Chief of Ens 
nee ror not ea no the Morocen bases to be adequately inspected 
luring the critical stages of 1951, (0) the division engineer in New York 
for not having representatives of his office inspect the bases durine 
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ecomme led that e General Accounting Office review the com 
rotiations th respect to the purch e ordet ivrangement 
‘ Dad Bros via At] s ('o) try tors. The committee also 
it the General A tine Offices carefully consider 
i\ il t ot k o careful rev woof all of the contractual 
tions in connection with the entire Moroccan air base construc 
provral 
I ecole ded that the Secret ry of De f se take steps to 
that all services comply with the regulations as set forth in the 
| Services Pre rement Manual 
It is recommended that all services proce e¢ military equipment 
er-f tallations require all employees to secure a Coast 
hit it badge tL prereg té to their employment. 
| the ¢€ luintie ot thre mportance of defense projects by (‘on 
tis il that estimates be accurate d realistic. Particu 
tru hen projects are tially presented for approval 
e nec ry appropriati It therefore, recommended that 
ecretal of all t ervices require a icy at all levels in the 
ition of estimates on detense projects 
recommended the Secretary of the Army require rigid 
f the Dade Bi ict at Hampton Roads, Va ve 
re) ts ¢ iture to void repetition of the 
ble practices wv vere rampant at Claremont Terminal 
| ft ‘ Oo ted b nit turers, it recommended 
‘a, \ ! Ol tS sy | { Por bilities of each 
to the fullest extent } hb] io r. t] ervi nvolved 
( ¢ the cont tol to (*} i suffi { 
OT te i trative 1 d tec] Ca perso nel to hsure i 
tf operation 
recy } 1 { t tl Bae) } of Defense consider the 
lity of req fe each of the eral Departments further to 
e } title IV of the National Security Act 
( c dependent dit program uncdet vilia 
( ee recommends that all agencies of the United State 
ha r appropriate jurisdiction and authority should 
mediate acti the national interest to 1 ire the free and 
OT tat to our An | Fores overseas thi | 
of Ne Yo k on v other Amet an port at a fan Ost to 
; t und teri ce | nV 21 If 
i legislat needed to implement this recommendation, 
tment of Defer nh lia mm W th the interested executive 
uld so advise the approp) committees of Congress 
Phe ttee recommends that the Secretary of Defense. in 
ction with the Secretaries of the services, continue efforts to- 
gher degree of coordination and cooperation among the 
( future construction projects such as that in Moroceo. If 
equate solution cannot be reached within the framework of 
t statutory requirements, propo ed legislation should be sub 


fense, after consultat 


‘ and the Air Force. 


ne appropriate committees ot Congress by the Secretary 


mn with the Secretaries of the Army, the 





























APPENDIX 
‘) “ \ 
} f /) () 
H I ! 
Chairy n. Prepa | X 
Con CO | . l 
\} x ) jj ¢ 
My D I J . Aten Sh 
1952, it hich ye requ Loe ( ‘ ( f e Pre 
pared ss Iny f ( \I ‘ 
truction Pine artic il re ( t 
! d th audits l 0 nd l ‘ 
following comments f consid 
With respect the « . N be \ ! ‘ l 
to the problem es 1h ¢ ective n-the sp re I ( h e ¢ i 
tion of a l lependent { rhe | \ addy cS, 
Which has jurisdiction of Nav erseas construction p has long adhered 
0 this theory with excellent For is reasol he es followed 
by the Bureau are briefly set forth below 
I pon © I tiatiol ora part ( I ne t he Cf t B f ‘ i 
ind Dock gnates a hiv « ed officer of the ¢ Een Corps to be 
officer in e of construction He is provided with an adequate ff of a 
uw nts, time checkers, 1 ri dl ¢ ul der t eep con 
antly informed of all ] of ope tiol When contracts are ini ted this 
officer will assist the contractor in establishing sound nting svs = that 
re fully in ae edure He prescribes proper procedure 
for the contracté keeping, preparation payrolls, put is 
ing, receiving, st iterials The officer charge will review 
carefully all subcontracts, approving them vy when they are justified. Members 
hi * will tour the project to insure the presence of workers at their posts 
of duty Material checkers will verify the resence of all ifems hich pay 
I is demanded Prior to any payment to a contr I e propriety of the 
charge must be established to the s sfaction of the N iuditors and the 
officer in charge. Since this is a continu day-to-day rt many of the 
difficulties that arise on a large construction proje in he re ed shot after 
or ofte before thev o«¢ r 
Construction projects are visited from tim time \ ditors direct from 
the Bureau of Yards and Docks These men he sponsibility for insu 
ng compliance with Navy requirements ) o review the contractor’s 
audits to reaffirm that he is following proper proced . In practice these 
visiting auditors visit Overseas projects at interva rf vhere from 6 weeks 
to 8 months On long-established operations, however, a visiting audit may not 
be performed at less than annual intervals Assistance to the field often 
rendered when the contracts are being closed out or initiated 
The above procedures are outlined in the Bureau of Yards and Docks Cost 
Plus Fixed Fee Manual. This publication has been revised as of July 1952 
incorporating current requirements of law, change n the armed services pro 
curement regulations, and the regulations of the General Accounting Office 
In order to obtain the best possible lyice n the preparation of this manua a 
eivilian accounting firm, Peat. Marwick, Mitchell & Co. of Philadelphia, was 
consulted by the Bureau This enabled the Navy oO nefit from experience 
gained in the highly competitive fields of private enterpris 
31 

















OL ( MCCAN Al BASE CONSTRUCTION 
Phe Nay { ‘ price nu the f iit ! once in the past 10 venurs has the 
Cie i) Accoul Office p ed in tal yexcep n Bureau of Yards and 
I) tra I I re dl believed bn que ne Governme! 
‘ ele tt ] ! poral roe le oe St? 1 
With resp oO the litter emarks ol ! \ res, 1 Ss | eve tl 
t! pe of pr has many ad ntages rl SUCCOSS iined in many World 
War I] int venture prole s indicates the desirability of such tel Ii 
( mi mobil group of contract perform a task b 
yond their individ cap 1es 
Cor t ot ijor overseas projects on a] e contra r-subcontriact 
I genera not pract hy I essent that there be one n ; 
to fil I port, and f a OrkKel nd to ¢ t the ‘ b md trans ) 
! \ nd equipment Che rival ind Inpetition for oversea Lnny 
rte tak place between va i rar rs d endanget 
overseas prolects 
\ 1 entra 1 respons t often tl ibeontractor is not responsible 
d tly e officer charge of ! ! nm but rathe to the prime cor 
t ! I int ver re s em provid i re ionship be ‘ ‘ 
( ] \ ‘ ( erve r 
‘ ( ernment 
The determination of le re onsibility in a joint ve ir oject is il 
I I Under ( ( ! 1 cts t iki 
‘ e held hye 1 ! ‘ , In a , 
ie J ( eX ‘ edit and res e participants 
‘ nt nti I n ! ] e ¢ 
bye ) he Gover ent 
i Pi . ; oe — } e Navy 
| | le ril ! nd ore n the sume eA 
I ‘ © ON base f 1" I ‘ I ! More 
‘ to nl SO O00 000) Sj ! ( hie x ‘ f « yg 
pho ere heat yl ted character 
( I \ h { I ( ( t lt Lite pric ot 
1 nd specific ns beft he project was beg in many W i 
pil the ultimate ce structior 
e Secretary of tl N ! nied the ¢ ef of the I ‘ of \ 
I Docks and the Director, Atlantic Divisic Bu iu of Yare ind Docks 
| Hs » make a personal inspection of tl project This will be done earing 
it nd the conelusions and reco! endations of your committer 


will be helpful in your further studies The Navy is alway interested and 
appreciative in being permitted to study the sound recommendations included ip 
the reports of your fine committee 
Sincerely yours, 
FRANCIS P. WHTITENAIR, 
icting Secretary of the Nawy 





ExHisiTt B 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., November 4, 1952 
Hon. LYNDON B. JOHNSON, 


Chairman, Preparedness Subcommittee, 





Com? ttee on Armed Services, United States Nenate 
DreAR SENATOR JOHNSON: Since writing you on August 27, 1952, I have had an 
opportu V to re w carefully the recommendations set out nh the orty econd 
rem of the Senate Preparedness Investigating Subcommittee dealing with the 
construction of air bases in French Morocco 
Let me state clearly th durit t emergen¢ nstructior 
the ‘ ‘ ‘ ‘ ‘ | manag ent, property accountin 
insp n hic! ile attril Je in large ensure to the 
pI were not exe il for concerted remedi i 
Mareh 21, 1 I } ! al ing that, « 
( he I ) ( bea I set 











MOROCCAN AII ASE. CONSTRUCTION 30 
as a result of the work of your comn ‘ S we port tr ‘ 
Inspector General, I at once took aggressive action to correct them to the end 
that the program could proceed on an eflicient and competent basis I indicated 
to you in detail, in my letter of Jt $, 1952, the nature « t se corrective mens 
ures Which included the removal of the two office m ! omplete 
investigation by the Inspector General, establishment of a ne division of the 
Corps of Engineers in Morocco and numerous other ste] » tighten n l 
ment and control of the project I shall comment below « l t eps hict 
I have taken since that time 

Before determining if disciplinary action was warrante ta f the 
Army officers concerned, | have waited to receive ds crue ( é he 
Maxon report, supplemental reports from the Inspector ¢ e! ind the full 
recommendations of the staff As matter of principle, I ‘ \ . sisted 
that all officers and civilians of the Army Estab nent © ¢ iT 
tively ft bring before Committee ( the Congress a a ( o the I 
inquiry and actively to coop e with 7 . e el ! 
and misunderstandin min} e avoided It he vl f denee 
available to me and in vie ot he ecomment ! 1 ! e | " 

General and the Chief of Staff of the Arn pon thie ! he 
Lt. Gen. Lewis A. P hit engine . I ! ‘ 
cr mplete manner elo \ l mi ti 1 Tor { ( 
to be rder itelv inspected 1 exe ‘ f ‘ ! } } 
stages in 1951 Some of the difleulties whicl d u 
’ } ‘ ‘ ‘ t ‘ ‘ 
} ‘ ‘ eo De ( I 
ed ¢ ‘ ( 
’ renrese ‘ | ( ‘ 
I ( I (¢ . ( A 1) 
‘ m fieyy l é 
nd he wv @) rt 
I unde ( ! } } ' y 
del ‘ if I ’ re \I i I ‘ | 
ed : 
irchitect-engineet!r of | ‘ ‘ e } j 
available the top talent in the field Howeve \ ( 
Moroccan construction is considered, particularly ht of the equall 
tremendous project \ we had cle en fe tl \ I} I 
taneously and our m expanded domesti col Ictlo ( ) . t it 
apparent that the talent we had lilable, bo ‘ ! \ il Ww of 
necessity thinly spread 

I do wish to emphasize hie re sense of urgen ed ti 
defense thinking of all A : I k in the day f N er Tot ! ! 
Moroccan bases were planned—a time hie oO to vere eing S| 
in Korea by the Chinese Communists and when grave concern « ed for the 
future of western democracies. Any consideration of wha ea 1 shed il 
Morocco in 1951 should, I feel, be set in a frame of reference applicable to the 


times, 








Having in mind the paramount requirement imposed upon us te 
maximum coustruction in the minil In period, we ere ) 
9,000-foot runways, with accompanying facilities, within 8 mon 
ground Which w not broken until April 22, 1951, had bee onve 
erational airlields by July 14 of the same year 

AXON REPORT 

Mr tlen W Maxon, the ad ender ( eT } I ( ‘ 
the Vorocean sit tion. As t ¢ ts ¢ rrently nel his ry } 
rendered their repo opies of which I 1 ible 
September 15, 1952. Their co Se 
exists at the various s Mi ‘ ‘ 
top level of : manageme ? 
structed appear to meet ‘ 1 er +} 
structic procedure \ nceere ¢ rt ex 
the separate operations of e: l 
sion of funds into fa ties rhe M n rey ( ‘ 
counting records are il te i tl) t } 















4 ) ("A \ RA | ) I¢ lO 
; i ire 
n then be 
i rK 
; : nal 
} j 1) I Wat 
\ ) nd recently has 
( ' } Ato | ( n 
} 0 Tite 
| ! eral Mid 
‘ t Reo ‘ ‘ r base 
I t ‘ys I i I \iT 
| l ( oO } ‘ nuded ! h ‘J 
i ce ! ! ( | a ( hil i Te ree Ss 
( ( her h ( ruction be h States and 
dM lol ] | : , 1 ty \T ( 
cel i l I l 
‘ ! M ) ! ! \ \ x 
¢ ! l I yr tha 
(x ‘ l | n exce ( {lis 
\ ‘ ‘ hie 1 \I | \ 
nent 2 le re ‘ f t mone " d I 
nees 
i ’ « IND S 
\ el ! tion 1 - >) token | \ rnd 
is ne in orde brine the co ted 1 { 1 
me | \ or t of the re \ { ! rial f ( n the 
rddit i ! } ne ! he ‘ irther 
I pi I n < in “At I} ( { r 
rm t t | }) f the Chief Ie nee ( \ st ), 1952 
yy) I ive ce ible ft ei t | ns of 
( f engineers ( work ( ‘ n by USOM ( rehi 
‘ ers, 2 (! ed the letter of Sep rib 11, 1952, a copy of which 
I} ilso vcle ible to ve committer 
i ! Ol ! ( n those re} gg that tl st of 
re] the « ne efic ele it the t bases W ipproxi 
$1.160,000, but t ‘ hasized tha thos heures ! mates and 
‘ bye ikke MeASUTES ¢ he final ce« 8) r inf tio Vailable indi 
es it the ( of these repairs may amount yal Ox 1 v S2 millior 
AVOIDANCE OF CONTI ION, DELAY, INDECISION AND WAST! 
[ shall now turn more specifically to the recommendations contained in seetion 
XI of the committee's report You have wisely insisted that T take | necessary 
ons © tl ‘ fu ad Vv, indecisic ind waste sd exist in 
Moroceo are not repeated in the balance of the overseas airbase construction 
progra 
In the Corps of Engineers, there has been designed, and is currently being 
reviewed, 4 special standing operating procedure for property accounting. This 
proce re was designed specifically for use it verseas construction contracts 
It strenl re the records to be maintaine ind should effect considerable sav 
I the udministrative cost of property ace unting while a equately pro 
tecting the interest of the Government A similar system will be designed for 
cost accounting and reporting. Internal audit and inspection forces of the 


ae rs have recently been increased to provide more frequent and 
rehensive coverage of construction operations. In addition, the Corps of 
engineers has recently established an Inspector General’s Department and an 


Ine eer provost marshal Representatives of these departments will be as 








signed to all overseas construction projects as military personnel ceilings permit 
These 1 asures will materially increase the effectiveness of the policing and 
SEK vy activities of such construction jobs 


Ss e July 4, 1952, the staff of the Army Audit Agency has been further 
ngthened Po assure that there is no subsequent diminution of action in this 


‘ . 3 ON Oo 








perat I na ! \ Au 
\ ] I 1 ri t ! ! 
propien ire limmed Lely FL I I \ 
withou ne for proc ! ‘ \ ! ‘ 
are inte dl 0 I ‘ ( ‘ i 
(d) Quantitative ( el | \ \ \ s 
creased | OVE Lu) i 1) ) l 
‘ eb le ‘ ) eve 
lit 
l e emerg v ne tl ’ ed 
hi i eS ¢ ea t} li 
! l ‘ ’ i 1 ‘ 2) ‘ 
t ' ‘ ( ( ‘ 
<h ‘ h da he } cond ns 
t Lor the progr 
' on } } \l } 2 bis I 1) 
plat egie de United S od at oll 
\ } 14 need Conseauent end » f nie nig } 
orde ov f fu } ‘ . ee ot ' 
priz | }) ad spe« entiol ale real t hye } ‘ ‘ 
know | nts, i r equiy t | ( etu 
j oh } } : } 
ty; , 1 , } ‘ . . 
mr} dete } } } 
ar 1) \ l \ 
t} hy ‘ } 
] } | } ‘ ; 
= © ! i T | } 
I aete. ‘ { ( l ‘ } 
‘ ‘ init Iprog i 
You f } econ ] l ed ( | \ 
subcon ‘ the ‘ t ( ‘ t ( ( 
persons in conn \ in M 
presenthy undet ‘ ) i \ t 
fore e ¢ ns lV ¢ opera 
were n ! ccord gene \ ed ! © ¢ 
officer and which have ed ! ( < 
tion to lt owilh vo t ) ¢ I ’ ‘ l 
standard al n Moroces I ( rh 
claims it or of the United Stat iris fro. proper ] ‘ 
practices a doth ict ‘ i ~ pol he } ( } 
connection, the Army Audit Agency and other ‘ ‘ iy curel eVvit 
all aspects of the contract s operations d expend > Iw 
that legally enforceable clain materialize w e ¢ reed rie d 
vigorously There will be sufficient moneys due the « trac ill times ] 
to flnal completion of the cont to fur h this prot I \ f s¢ 
I might add that there are onutstandit dity niehet ib ted by At 
which were provisionally approved by the Army Audit Age 


final audit approval has not vet beet ‘ \ thoronu ( 


completed hefore any moneys are d <shbursed to cover | ‘ i rs 








d ; nstruction n Moroeco sofar as it is 
‘ ‘ f respol | \1 roceeding 1 sound I 
\ iy be ed that if any further d encies develop 
I ( ere js ‘ ( hem forthwitl 
rey } en d effor isofur as the Army is conce ed to carry forward 
! rz en it ype ition Vv rand « ( ition among 
I ¢ e State Depar el d the conti tors I regret the com 
he f that the Army has bee iIncooperative in the producing of records 
( mit te wt If such a condition has existed a where in the Army 
dewve o correct if 
‘) cerely Yours 


FRANK PACE, Jr 
Secretary of the Army. 


December 3, 1952, the Acting Secretary of the Army clarified the above 
is follows: ) 
DECEMBER 3, 1952 
LYNDON B. JOUNSON, 
hairman Prepai dness Subcommittee, 


Committee on Arimed Services, United States Senate 


AR SENATOR JOUNSON: There has been brought to my attention a technical 
ecuracy in the last sentence of the first full paragraph on page 6 of the letter 
November 4, 1952, written to you by Secretary Pace. That sentence reads 
OWS 
\ thorough investigation wi be completed before any moneys are dis 
} 


irsed to cover these vouchers 

he sums represented by these vouchers were required by the letter of 
to be paid to Atlas by way of reimbursement as the work progressed 
ver, until such time as these vouchers have been finally audited by the 
Audit Agency, the payments can be regarded as provisional. The inter 





: ti tes are protected in substantial degree by the fact that 
ft money are due Atlas at all time prior to final completion of the 
\tlas, furthermore, is regarded as financially responsible 
ere yours, 
EARL DD. JOUNSON, 
teting Secretary of the Army 
Exuinrr ¢ 
DkPARTMENT OF THE ATR For 
OFFICE OF THE SECRETARY, 
Washington, November 25, 1952 
LyNnpvon LS. JOHNSON, 


mn, Preparedness Investigating Subeconmmittee, 
( pitte on Armed Services, l ted States Senate 


vm Mr. CHAIRMAN: T have your letter of August 25, 1952, with which you 


‘ copies of an interim report by your cominittee on air bases in Freneh 


I have noted especially the conelusions which you reached and recom 

itions 5, 7, and 9 which re‘ver directly to action or study by me 
ir committee has pointed up some of the difficulties encountered in the 
can base program—a program unprecedented in = peacetime for its 
ide and the complexities of intergovernmental relationship nvolved 


opinions may differ as to the extent to which some of the difficulties 
; ; " 
1 


of your committee and other congressional committees j pointing 


hive been avoided, the existence of those ¢ iculties—tegether with 


has taught us lessons of great value about our construction planning 


ver, it has encouraged both Secretary Pace and myself to reexamine the 
e of the relationship between this Derartment and the Army Corps of 
neers. T think we both fully appreciate the necessity for working arrange 
that in all cases include clear alloeation of responsibility and constant 
nee ! hia at ni asic Undoubte Vv. the Secret iv of Defense will 
to evaluate this Air Force-lengineer relationship as part of any study which 
( nm mec mK With vour recomm dation No. s If sueh a study is 
eA or will certainty ( eto th lest extent 
| ‘ ‘ ! ! he three re fic recommendations referred to 





NLOROC( 





ike el NO. 8 SULL s S ’ 
l t 1 Litis i t _ t ‘ ‘ 
ing with join nture org t ) \s I t ‘ 

i i Cotte ( ‘ ‘ 
COnHtTrTACTOVS Ure Poole [ ( rey i i © ¢ é 
for carrying o ree ¢ 1 t | t n h 
the Hoover Boulder) Daa p ‘ ib 20) . ut 
completion of that Son I } ‘ il i ! 
rial plants have been b t unele oll ( ne e g 
this widely accepted prac e has e ! ‘ eus ‘ 
agnitude of projects. For exa ea S50 ion group uildings such as 
he United Nations hend wrters in Ne Yor ( yw on rer ret te 
he attractive to any one contracte ! { b, ft | rrnirne ding con 
tractors came together as joint venturer 

Joint venture arrangements were Commot! liso In co ruct operations in 
World War Il, both in continental United States and in ¢ bere nel Atlantic 
ureas Phe fact that many of these joint venture cont ctors ve been accepted 
for bonding is good evidence that their respol sib {Vv IS We tablished I 
realize that there is a possibility of diffusion of resp sib \ hh oint 
venture type of undertaking If the constituent concerns the joint venture are 
responsible and allocate their top managemet Oo e performal of the job, I 
don't believe that the diffusion of responsi Vv represents a ous problem 
The trouble in French Morocco arose s I see it, not because the Atlas Con 
structors Was a joint venture group, but bheca eof a lack of ade e personnel in 
I] organizations involved in the job We feel t t, where uct project 
s large and complicated, we have no ern r ut t I oO oint venture 
device It is impossible to obtain the I es of « ‘ ‘ is 
an organization adequate for the Jol l I a e | { ( rean 

on to that Job and assume Ore at the Sul ed \ el 
this connectis relates to our French cons on progral we cently 
rned a Contre With the on entvure ree Ame I ana I 
nd IPeErVISOry Service because re l e firt e | ( Wi ig 
to take on the job alone 

As to your recommendation No. 7, in f 0 1 nand . 
understanding which existe tl Air | e, promptly ‘ \) ea 
tl facts, took corrective steps \ st u 0 | Directorate of 
l lations within the Air Force, which is responsible f \in rece aspects of 
our ce struction ork, has fe evel months heen ( Ss 0 du 
eorganization and improvement of rhe 1 nd renetlhe ey through the 
ssignment to construction work of additional pe nie ( ion on ni 
ithe is woefully thin at the time of th Nierocen ) nel me is ong 
s Lshould like to see it We are na ( hue to be ed ha ortage 
within the Ait orce of trained, experie! d construction perso 

In addition, further to improve our performance in pee truction 
e have retained the services of a committee of utside ex] know! nm the 
various fields of construction and of unquestioned l ew the many 
aspects of the Air Force construction progrial Under this committee of con 
sultants are two tirms, who ure doing the “leg work f cle ed} wand study 
of existing Air Force practices We are, therefore, proceeding i two-pronged 
program of (da) reorganization based upon our own ‘ of ir problems, and 
(hb) seeking the best outside advice which we can ol ! 

Accordingly, we do not anticipate th | e will aguin i nt l es of the 

ope referred to in your recommendation No. 7 

Regarding recotimendut +s Now o we | e fo ‘ s en earnest 
ind, I believe, effective efforts @ ISIE hat « s lt } s will be i 
existence for future projects before those jer re gul Internationa 
conditions in the autumn and winter of 150 d 1951 precluded the kind of 
orderly planning on Wol hat is l «le ble \\V wk 
making a concentri to evel Vv suel 1 ni t future 
Llowever, T think v frankly t if intern litions were 
change measurab ‘ ! sho pe lo we 1 
where it would be . nt qu 
COMSTPUCTION eve Haug pial i ( I ' ! (al 

rdvance 

Ib eve t t the 1 rv bas | Toe ad « 
ie foil tos bi e Me t ( ( l 
world-wid ( nd 
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attain sound and businesslike decisions n order t rere ‘ ! ossilble 
cases such situations as resulted in French Me 

Recommendation 6 raises two questions: The first re es to the adequacy « 
current auditing pra tices and pi ‘ res. nnd the se na eFVeEStS CO] le 
of centralization of the three 1 ( nizutic nee e Serr 
of Defense 

With respect to the first. we recognize that there re eficiencies i 
the current audit program, occasioned primarily by a shortage of highly au ed 
auditors to cope with the tremendous workload occasioned rapid expat n of 
procurement ih connection with the .oOrenn me Ol The andit we ond of he 
Departinents has been adversely affected by the incrense ise oi; contracts re 
quiring audits Po some extent the aud prolle s | ed | SOT 
of adequate accounting and « ry ) ‘ ‘ Moreove ( 
audit workload has been increased by the assumptis of the portant task of 
hternal anditing as directed by tl Budget and Accom Act of 1950. Steps 
being taken to overcome these pr rie S are l Adopt en 
toau requiring less liahpowe but viding etter ‘ org ?) est } 
procurelte [ procedures which V1 a ! risite thre ‘ ‘ IN¢ ( 
requiring audit, (8) assigning qualiied 1 tary personne nd reeruiti 
tional civilia and $) it reving on-th ‘ and for ii training pn ri 
It appears that, under the circumstances ‘ tury dep ents are progress 
neas rapidly as possible toward an adequat levres effectiveness 

The second question involving centra ition i ne t Which considerable 
thought has been given Some of the arguments in tf ( of so doing are very 
real and, on the surface, appear to be convinein here ttle doubt that 
such action would result in a greater degree of hndependen and place the 
audit tunction at a level where it would not be subjec 0 intradepartmental 
pressure. This is a relative matter, however, and it is eved that centraliz 
tion of the audit agencies in each 1 itarv department under that department's 
comptroller assures a satisfactory degree of independence It is also possib 
that the cost of administering the functic 1) hit 0 slightly decreased H 
ever, from a practical operating standpoint, considering especially the fact that 
a primary objective of auditing is to serve as a separate, but « sely related, con 
trol service for Inanagement, the arguments a Inst centra fAation re considered 
to be controlling under present circumstance First, contract audit is an 
important service function to procurement official thus requirins close 
working relationship between the two groups Since pre rement in assigned 
fields is carried on by each of the three military departments, audit functions 
should be parallel. Second, at the present stage o: development of accounting 
and internal checks in the departments, internal audit s relied npon a Ost 
isa part of accounting operations to assure ecurat reve of tran tions 
in the accounting records to appraise a ‘ ite ( ind accounting 
controls and procedures. Third, merging of operati esponsibility under the 
Secretary of Defense is not considered to be it ne wit the declaration of 
policy in the National Security Act which POT hres tr departiner 
separately administered Finally, unification has perate to a continually 
improving degree in the fie f contract audit for it rer ene v the 
audit agen of only one military depart nt is charged with resy 
for audits of costs in any single contract < plant eve t h there sop 
ductior or more than one department or these 1M n I ol it is 
deemed inadvisable to centralize h vudit) fui ! 4 pletely s¢ 

te it from adn istration within eacl tary d ent this t ‘ 

Reference Recommendatic o nt Ar Air Force Re l ! es | h 
agreed basic delinention of the functi sand responsi! ties of these two Dep 
ments regurding Air Foree contract « strive ! propriate fund 
These regulations follo the patter ‘ hol \ lite engineer-« 
structor relationships employed in pr ei eure rev ew 
the terms the regulations appear to Tnpose ‘ he secre e .\ I 
sufficient responsibilit and to i est him witl de ! le f 
proper fulfillment of Air Force planning dt ! Howeve | 
ndications that some pr edut ! ny he cle al Lir | 
circulating a proposal designed to effect sucl | “ 
the ope of present regulations t i ! ! ! 
is may be administered f1 ( time by the N Is f | 
Te s Nevertheles t 1 ‘ ad I l ] 1 ‘ 














hve i jolie 0 ending the ing 
o promot and 
‘ nding i nterservice : ; hiy ons 
‘ f ce 
| rey ‘ re | ‘ ( 1p) se fu ne ports 
e | st I report t ve ) I ee rarad in 
vl I rit tS aie epor of ie ! LiKe me 
ou require any add 1 nformation ho subjects 
covered by your report 
Ve eerely ours 


Roperr A, Loverr. 


CON SIONS AND hkEé MM SDATIONS 


\. There exists in the central base at Casablanca and Nouasseur, and in each 
f at top level of 





truction areas a competent and well organized st 


ement agencie If deficiencies exist or occur at other levels this 

it n be relied upon to correct them 
Management is aware of factors required for an orderly construction 
nd is dilivert functioning to ¢ nite a ndverse elements Within 
ont It has been handicapped at times by an inter ter lo of cor 
ruction directives and b wk of funds We recommend pre t aetion te 
‘ de construction authe t\ nd funds t support an order ind col nuous 


| Pavements now being con ructed appear to meet the requirements of the 





1M entiol il ood onstruc on p ced ‘ Certain portions of the pave 
el eViol vc trl dat Sidi ihe ad No ur do not f Vv mer 
t spre entiol equire ents est al ¢ ithe aie e under wily 
e nr ind re tion ¢« ! ( ret he vith the tests, are expected to 
al i! he near ruture a ni ohecessa for an estimate of the quantity of 
ect e action and of its pr able cost Since specific estimates as to quantit 
nad « t cnn be determined only by et neering studie requiring considerable 
‘ nd personnel, no attempt was made by o urve zroup to duplicate the 
‘ f rs in this respect 
e tests now unde Vay are adequate to determine steps necessary to insure 
‘ on of deficiencies in these facilitic In our opinion the personnel of each 
i charged ith tl responsibility is competent to determine the required 
decree of correction and to program corrective tion with regard to economy, 
‘ a ements of Air Force Command and without delay to progress at other 
tie now under construction We rec nend that continuation of the 
and corrective action be left in the hands of these agencies 
( \ hee re ellort Al ts ll «til Lrotu = to coordinate the SEPary t¢ operations 
of each to produce an orderly and economical conversion of funds into facilities 
There is a cordial working relationship at group levels interviewed 
ID. The field operations of Atlas Constructors are well organized and properly 
supervised. The personnel will average in Competency with that of other organ 
n f this character and magnitude 
I The New York office of Atlas Constructors is supervised by a capable staff 
f individ : ith experience in construction activities Administrative pro 
cedures and controls conform to acceptable standards. Office arrangement and 
flow of work are orderly The office staff appeared full for current operations 
but tl sao matter best resolved by those having an intimate knowledge of the 
expected worklond, the district engineer and Atlas Constructors’ business 
I eT 
I The Frene Morocco central office and project offices of Atlas Constructors 
re staffed with supervisors who on the average, compare favorably with those 
Ol the project f this characte Administrative procedures and controls 
conform t eceptable standards, Office arrangement and flow of work are 
ord except purchasing and property accounting which were being regrouped 
! l = {i s fu but manag ent expects attrition to reduce the 
eevee 


Pure asing Department procedures are hnuaceo thine | oad | ( ‘ 


pro ide control of this function 





Property accounting records are now being prepared ! Has ecent 
inventory as the starting base The proposed records a edures | dl 
be adequate to aceount for property I Pp hanagement s | cont lt » Live 
this operation constant attention until i s brought to rel 
respects 

Cost records are net current Additional help shou 0 provided in the cost 
engineering section, 1f necessary, to Keep cost records curret Mlethod of cost 
Ing materials drawn from inventories does not 1 e tor accurac Chis opera 
tion should be reviewed with property accountil procedure \ | thre t of 
clearing the property record and the i entory account en mate t 
issued from inventories 

iexuierr | 
DEPA \ Y 
Ort tke ¢ | Ss 
Wa gt 1 ) 
Memoranduin for the Secretary of the Army 


Subject Morocenan Air Bases 








l Reference is made to pears  ¢ nhiv memo ( ‘ KFebr i 6 
subject, Visit to the Middle ni Medite ean Are vherein Ts ‘ 
that studies were being conducted of the Morocentr bases then un con 
stru ion, to determine whethe or not the aven ts W ( were rushed 
pletion I 1051 vere | vy responsive to tl desig cl ‘ Sutlicis t of these 
studies have now been completed to pet t taking defi ( ! Phey 
cluded extensive testing of e pavements it he | b< dition ji ‘ 
aircraft utilization areas at both Nounasseu il s by e'd and 
lab ttory procedures and by m ring tl ni} en v1 s possible to 
obtain by additional rolling, using the 200-ton p nil tired supercompactors 
Hundreds of tests were made of the supporting wer of 1 \ i 
hoisture contents, and gradat Ss Phese te . ere t ( 
give representative result I ‘ SU S WHvs 
taxiway 
I have made another visit to thess tes al | ( ete review of 

these tests Lam pleased to inform you that my pre ‘ ‘ f the situa 
tion Is ¢ nfirmed, namely that : \ need ot alittle t t tl ire ong 
life and low maintenance cost of the work w b ‘ ely ‘ mde 
tuking 

>. At the time of my recent visit, all areas were peration even the much 
discussed operations apron ; Nouasseul cope I degree that it 
is currently being used by a ypes of MATS f Iloweve eticier S 
do exist which are, in my opinion, the result of the very nstruction opera 
tions conducted during 1951 

There is a need for completing the compaction effort, and in certain areas of the 
operations apron at Nouasseur as well as in the aircraft utilization areas at 
Sidi Slimane, there is a need for the removal of a ete inate but prope 
tionally small amount of defective material ino soft spots thre ise Course 
This defective material will be revealed by the rolling describe bove and wig 
well be termed “Cental work It is agreed by a net n the architect 
engineer organization and the Corps of Engineers forces the completed 
pavements can be brought up to long life requirenie s by addi raal re ng, 
sealing of the asphaltic surface in certain areas, the use of ‘ ng Ws 
to 1 inch in thickness where rolling will result in minor depressions nd by the 
use of an additional 1 bh thickness ot Clenlse iuspl ‘ on ete I those 
areas which are frequently exposed to fuel spillage n t blast \ brief de 
scription of the conditions and the treatment whi I ected be accomplished 
in the several areas at each base, follows 

RUNWAY, TAXIWAY, PARKIN( APR 

Materials and moisture contents are generally satisfactory but long life under 

repeated loading will be improved by additional 1 ng. These are: ire to be 


rolled with six complete coverages of the 200-ton compar ! No defects of 














‘ . ‘ ire ¢ pects yay en bu if ! deo necessnry patching ust be 
‘ ‘ ( fie. pleting the 1 ling ond necessary patching 
i ‘ t of sphaltie mater W then be ipplied thes ireas 
“\ i ND Né i IN Al 
1 ihe t rt 0 t ( wit ] Cove wes of the supercomipactol ind 
ed with le t ver, 1 inch 1 thickness, of asphaltic concrete in order 
( ‘ ‘ if these are s It ( s}) ge and je 
I SoA 
’ t rele t ol ki } tie t stripped 
‘ t ‘ crete face Cbincle ourse ) nice thle mater . 
( iy t | ] mi with m per vl iwied feriais Vhe eSTS 
( ‘ ore not over 10 peres f e entire el 
{ { ( ( eated i his 1 he t her ( e re iit 
‘ en Worl 
I ew e fire tl t hie ‘ ‘ l ! hie ib rele tl ugh slow 
redu y verti illw te | fay complet vit] | Vv 4 pactol 
! Citive Corny le on ¢ thie riacing of hi ind the ecessary repares 
will be ete ‘ lie u er ¢ 1 By eferring this rk nti he 
It) ( 1 ( 0 (l ke ( 1 maNXimun ount of the 
mater in e will be sa ved with resultant economy. W4) proper 
t el of the s erad re « erved idad yin mpaction wi ake 
it rea f pletic thre phaltic pavement he top course of which has 
Lie er rerery pilnced 
SIDI SLIMANI 
\ I ttle. ‘ \ be re t Witl ea erage if he heavy 
x equipme rl olling will revea here the pper pe on of the base 
, is delcient a orrect for any of compaction. Where de- 
- ist hie ust be removed tl vear and the necessary patching 
‘ eter to the bevinning of the rai SenSOn 
\ levell COLTS t ite verig I ee | > hel of dense 
litle concrete \ ! e |} ‘ to ‘ ® SiUriiee ‘ | requ ed 
degree ol ‘ I “ ne 0 ovicle dditiot strengtl ( Litmige | i 
t] kness of this course w depend upon a ree siti of the compacted ma 
te! s, but consideration of all aspects of the problem indicate at this time 
that the above estimated thickness of the leveling course will be sufficient to 
Thies l Opel onl require! ents 


#. All phases of our proposed operations at Nouasseur and Sidi Slimane were 
d ssed in detail vith the I anding genera Kifth Air Division, on August 


ms, 52, and he concurred in every respect 








he estimated cost of this work must of necessity be approximate at this 
tine Final cost may be so "\ t more or less, but the variation will be mino 
mari due to deviations from the assumed percentage of total areas which will 
require removal of undesir: aterials, as demonstrated by the opera 
tion However, estimates have been carefully prepared by the architect-engineer 
nd coneurred in by the Corps of engineers as being reasonable and conservative 
6. ‘Lhe estimated cost of the improvement \ rk ck ribed al ( 
Ne seul 
ny tions ror SPTR, S36 
N } ! ) ( ( h reftuelin prot D3. S10 
varkineg " \ l was 93, 457 
Poth 176. 103 
Ss S ine 734. 53% 
Rota 1. 160. 640 
‘ ‘ 
j he ot ( j ited he ( ftu t l SSE UT 
hn eee ‘ ‘ ‘ ithe t ! 1 “ ti ( elo the 





nhove at aun out-of-pocket Cost of 5426,103, this situatic snot ch ed li 
ever, at Sidi Slimane the line item author tion will not be « eeded I consider 
that these additional expenditures are moderate whet ewed it ‘ glit of the 
magnitude of the undertaking and the highly urgent 1 ire of the 951 work 
which resulted in an operational facility after an extrer rief orking period 
8S. Lam pleased with the current operations and the high quality of the paving 
now being placed Throughout my inspection | sought the views of General Old 
nnd the Air Force base com ne = and the nviil y expressed s sfnetion 
With our present worl ind y nned 1M 1S Oot he " nS ¢ he col 
tractor are being carried on in an efticient. businesslike 1 rite There is 
too much lag in finane this ur ndertakineg nea ene nal 








thre et that the re in os hi e rhe hes I 1 sre ©! 
discussion with the French. as the respec eos ‘ f eS] “ t 
France and the United States. and the provision of add ( estite for the 
EL Djema Sahim site. if net soon resolved wi result it ont: ed onet ns and 
Will cause demobilization of the contractor's forces be ey ( dered 
desirable for the effective execution of the ren ning worl 
LEV 2 Auk 
Lieutenant Gen 
( Bian ‘ 
MX HI G 
| a ys ( \ (; RD 
13 / f J) ¢ / }, } 05 
Hon. Levererr SALTONSTALI 
Chairman, Committee on Armed Service 
/ fed States Nenate, Washington, D. ¢ 
My Drarn Mr. CHAIRMAN: In accordan With a verbal request and telephor 
conversation between Mr. MceGillicuddy of vour st nd Ca frank T. Kenn 
Chief, Liaison Division ind Capt. Harry W. Stincheomb, ¢ f, Port Sec t) 
and Law Enforcement Teivision, the following infor inished 
The regulations which were issued pursuant to Exe« e Order Ne 101738 
were promulgated on December 27, 1950 n Jan ry 1951, the program of 
issuing Coast Guard por ecurity cards in ace lance witl se regulations was 
initiated Shortly thereafter, the captain the port, N York, among others, 
was directed to place into effect measures hen an adeq e number of long 
shoremen were in possession of port security card nd ( cle number 
of Coast Guard personnel were available, for prevent ersonnel not holding 
credentials approved by he ¢ nd: f entel i = whe he f Oo’ 
ing shipping activities are conducted 
( ) rl se vital to the mi V cerense . stinee ro 
(hb) Those pertainine to tl ] f | ad st ( pe itions 
(¢) Those pertaining ! nd iding explos tl dangerous 
enrgo 
At the same time the pt l ofthe p LAVISE ! he der Lor grant 
ng of access to a mi ry re ! t ( | t and 
harbor areas, and ve ( in Ly hereil hire erated by he 
Arm Navy, ¢ \ Force is re g1 d nsil y 
zant inilitary commande I} were dire 
manders f the ¢ Inte e al y fe et f ( i ( ee 
program and, upon request, to cooperat ! ‘ ( ! in 
preventing access of perso to sn 
The captain of the port, New Yorl l not find that there we ilequate 
number of longshoremen possessing port sé rds 1 3! ‘ f her 
of Coast Guard personnel to enforce the rest tions t eal n 1952 on 
March 1, 1952, he declared 10 piers to be restricted: on J 15, 1952, he declared 
an additional 4 piers to be restricted, and on November 1, 1952, he declared an 
additional 10 piers to be restricted 
In order to obtain information on which to base a decision as t hich piers 
should be restricted, a Coast Guard officer is stationed at the port of embarkation, 
New York, for the purpose of Keeping the captain of the port continuously advised 


of the routing of MDAP and military shipments Tho piers over which suet 








sh l ! tt ! eient quant es ul Ww i s Ciel frequency are 
alt restricted en 

‘I nfortiation thus obtained has not indicated that the pier Known as Clare 
mont Terminal, Jersey City, has been used for MDAP or military shipments i 
u iantities or with suflicient frequeney as to justify restricting the area 
No request has bee eceived from either the Army or any private operator that 
the t Guard assist in denving necess of anv person to the fi ti 

Since yours 


\l Asuprook P. Bryant 





Chief COompse / par Ines Tnvest / ( \ COMM te 
United St s Neonat ( ped tte tppied Nev ct VN S } ( 1). ¢ 

Dre A Mr. Bry Pursuant to your inquiry f tl te with respect hie 
information given by our chic estigator, Mr. Jol M. OoMara. and | issist 
ant, Mr. Robert W. Greene, relative to the Claremont Tertnina ou are advised 
that I have « sulted with Mr. (Mara and Mr. Greene and ia informed that 
the information concerning this terminal given to Mr. Downey Rice and Mr 
George Martin, of your staff, was also given to a representative of the New York 
State Crime Commission 

lam appreciative of the kind remarks vou have made with respect to the co 
operation extended by members of this staff to vou and your associates 


Very truly yours 
JamMes TD. WALSH, Manager. 


ExuHibir I 


The full text of the investigators interim report referred to in the introduc 
tion s heing publ shed here as an exrhibit bu the committee even though it 
ed to cover completely the area of the committee’s interest at Clarenont 


It includes lead qwmaterial which the chief counsel felt should be further verified 


mi additional evidence not available at the tin foiras submitted to him In 
fhis connectto) t should be noted that the chief counsel decided that this resti 
gat x report could serve only as a basis for the further investigation ichich was 
subsequently made and he did not submit it to anu member of the committee until 
February 12, 1! hen the staff suggested it be included in this appendix 
N press reports hare ndicated that a columnist has obtained wnauthorized 
aceess to the investigators report, the conmittes believes that fairness requires 


that it make the document, with all of its stated limitaious, available to all mem 


bers of the press and the public 


INTERIM REPORT ON CLAREMONT TERMINAL, NEW JI 
CRATING ANI) SHIPPING TO OVERSEAS AIR BASES 


[Submitted to the chief counsel August 29, 1952, by Downey Rice and George H. Martin, 
staff investigators] 


\ St simultaneously with the formation of Atlas Constructors early in 
ol a hitherto comparatively obscure crating and loading firm in the New York 
area known us Dade Brothers, Inc., commenced receiving orders from Atlas, with 
the blessing of the Corps of Engineers, to receive, pa and ship the airbase 
construction equipment and materials purchased in the United States From a 


modest $300,000 order at the outset on January 22, 1951, Dade Brothers’ contract 
Jumped to an estimated value of $9,000,000 in less than a year 

Springing from bankruptcy in 1982, the organization headed by Jesse Dade was 
incorporated in 1938. His sons, George C. and Robert E. Dade, along with E. 
Treverton Clarke now hold the principal offices in the firm which deals almost 
exclusively with defense contracts 
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Under the purchase orde rang + wi \tlas. Dade Bros.. I 
pre ide il ! 1 ‘ I | ‘ ) 
i i 
unloading, receivin i f ead wy o ‘ 1 
iirdi packing, p ‘ 1 dl el ‘ ‘ os ns 
of constructi equipment N ee Ws provide but en he of 
rates”? which Dade Bros. would be permitted to charge the Atlas Cons etors 


and hence the Government a out ited \ 
be performed within the Ne 


cost plu contract of htt \ tv for economy of operatio Under the 
agreement Dace Bros. was to be permitte to ef reve Tot ‘ Ist \ t 
ind yard space including the rene n and rel 
and powe telephol ‘ a ‘ t ns ec 
head For labor and equipn ! ‘ e Bre \ , ‘ 
from $3.50 per hour for lo file clerks tO as much as SIL.ob pe oy 
for taster echanics Olvic | | Lh VHS ON] ted 
from the cushion between what was charged Atlas and wha ( | 1 thre 
employes | ustanee ( ‘ of § 1M 
day shif nd $3.75 o1 ae | e te 1 I 
wet: receiving only S10 _ 
} le SOO 1 ‘ f “ orl SO) 10 ‘ rT 
crane Ordinary 5-tor fts were ed S6.8 ‘ ‘ 
indicated that this eq went could be rented for less tha fF these rate 
On July 18, 1951, Dade Bre eCceive n amend ; 
and the Corps of Engineers increasing the scope of their set ‘ vie Ww k 
for all contractors and districts as spe ed b the N } 1) sint 
Corps of Engineers, United States Army his s Is tot I cle 
itself almost immediately apparent profit-wise. A spot checl t-week perioc 
n October 1951, of the Dade Bros. books the A di c disclosed 
total income to Dade of S964 431.19 us a mst tota osts of S6S° t.Nt uy 
a net income or profit of S2S1.S76.33 during this pe lof le | t] 
Whether the inquiry of this committee ha ything 
only be speculated upon, but at vear’s end the parties to tl art gel ( 
compelled to call a halt to the arrangement and Dade Bros. agreed to a redet: 
invtion of the purchase orders and a decrease in the contract price to be 
negotiated after a view of actual costs At this time, because of the increased 


scope of Dade Bros operations, the worl wis made the subject of a direct 
contract with the Corps of Engineers. It is understood that the redetermination 
negotiations now in progress: | e deve ( th | ! reement 
itted to stand unchallenged a prolit of better t ! OOO OOO we have 





acerued to Dade Bros. in 1951 for an operation purely service in natut vhich 
contributed nothing of intrinsic value thie I | er word this 
organization, whose sole function was the shipping « rrisite Is produced by 
others was profiting at a much greater rate than the At ( ‘ were 
charged with the prime responsibility of building the bas 

How Dade Bre Li wert out the 1 Ss ume trike ( s the c¢om 
mittee sol vVhat distresser \p] ( ng eX ! yY ex ised 
laxity, practices were uncovers hat if g | ! Stir S 
believed, the United Stutes Gover beer sly nd t ‘ kely 
erimi lv defranded with Dad 9 ‘ ‘ ‘ it l 
vacillating victim unwilling to tel mw f prote eit holesale 
payroll raping by the seur f the ‘ ( uscled into thei ni 
Zation To have resistec ght } e j ‘ e golds 1 ( tax 
pavers’ dollars being sp on the project 

Whatever personnel policy Dade Bre I ! ve emplated it YD 
proaching commitments at Clare nt Ve Jerse Citv. N. J.. where the 
maior portion of the shipping activity ce . | ‘ ited into mob 
law When patronage minded polities f d the chant of h ~ rol « the 
pier blocked by union bosse ind gangsters flareuy ok ] e, one result of 
which was a strange midnight meeting between the ivor of Jersey City ane 
a notorious hoodlum which moved New York District Att ‘ Ir k Hogan to 
state that the “appa ling demonstration of erwo at I tion of hie iter 
front furnishes a shocking instan of abject dependence of duly Or 
tuted civil authority upon the underworld to obtain peace on the waterfront 


From sworn testimony taken in secret session by the committee it was learned 
how Jersey City politicians had paid campaign obligations by directing jol : 
by card to the Lusiness agent of the union and in turn to the job hiring boss 
where the job seeker was placed on the Dade Bros.’ payroll without further ado 
Other needy cases were given assistance. For instance, a deputy mayor and a 
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le 1 sioner ¢ ¢ works who lost out in a political dispute found 
t he to the Dade B roll ide sm ! During 1951 the headquarters 
e International L renian’s Association union headquarters of Local 
1247 Jersey City as | bed apparently in a faction fight for control of the 
n Which ipplied ime to this job One police officer assigned to investigate 
he u turned up on the Dade Bros.’ payroll as a night work This turn of 
( caused ome [hes expre some doubt that the officer was likely to 
u p anything which ght embarrass the union he was supposed to be in 
\ hen he y s “sort of responsibl i lepel | t po thie ion for 
hey hat he Ss vetting every nl hen h irks 
\\ ther officer hve eating the u i bombing st becume interested 
ef ‘ nt Te il project in the f 1951 it was discovered that 
Ihe 0 W ‘ ( than Jol 1) olin, alias Johnny Duke, 
inibe S32. forme proprietor of the hangout for the country’s 
es l e lend know is Duke Paver Cliffside Park. N. J 
I here that Frank Costello, Joe Ade s, Longy Zwillman, Willy Noretti, 
\ Annust Lil ad ‘I Vv Bende gath ed discuss their mutual prob 
j heir conve ce the restaurant w equipped as a race horse wire 
I e which ors hen \ y miplications, Jo ny Duke was de 
el ! ring boss and transfert to day work Pa his place was 
| trollo, brother of racket tycoon Tony Bender, alias Anthony Strollo 
I) Strollo’s rise to prominence sou national defense worker was phe 
! Although his previous formal business experience consisted of act 
: boune noa Greenwich Village night club, Strollo was only on the 
Char rerminal job 3 days when “they liked his type of work and they 
le hit i foreman Pherenfte i steady stream of individuals with ecrimi 
i} records and gangster reputations turned up on the Dade Bros, payroll. The 
s tie bec soo] rked that one witness was moved to comment that the 
‘ re brought about by another Senate committee which drove many book 
d hoodliu out of the egitimate pursuits had only resulted i: 
¢ ese pa onto payrolls supported by the taxpayers 
S vy New ¥ gaungdom figures appeared on the project that in March 
Ie vy City police made an effort to stem the tide of vermin into their 
by barring some of those with criminal records from the pier. The 
inion immediately called a strike At the time of this strike, Mayor Kenny 
ey City charged that “New York mobsters namely, Tony Bender, Trigger 
Mike Coppola, and Joey Rao, were importing hoodlums from Ne York City in 
tl o take over the Jersey City docks, Dominick Strollo was permitted 
eturn to work s night hiring boss on the iers, thus putting an end to the 
\ thstanding, the situation continued to seeth On March 1952, an 
I ( \ ited th avor’s office in Jersey City in an effort to bring about 
( vith Tony Bender Finally at about midnight on March 14 Mayor 
Ke 1 fey nutes later Tony Bender, were observed entering a midtown 
N \ < hotel suite Over an hour late they emerged Kenny has since 
ed, in admitting this meeting with Bender, a m previously denounced 
i Ne Yor] 1ODSt that he elieved himself powerless to cope with 
‘ on t iterfront without enlisting Bender's aid He insisted 
ng in the interest f hundreds of dockworkers and for the sake of 
‘ he iterfront 
! | ‘ f this so-« ed “peace on the waterfront” in terms of its effect on 
. el Vital construct lnaterials and cost to the public can only be 
‘ von but e index can be gleaned from the testimony of witnesses 
it ome were workil less win half the time One highly 
paid dockworke iid worked there approximately 3 months and I could 
dome e work) in 2 weeks \When the night shift was reduced from 
$11 ! Go “they we puttir st as much work out.” he said There 
‘ mes Many men as is needed for that operation” ‘ I don’t think 
‘ t ne one fth the tonnage that private industry would get out of 
here 
W esses from the Jers City Police Department furnished the committee 
rogues gallery photographs and criminal records of more than 30° convicts 
Vho were working ou the Dade Bros. operation in April 1952 with the statement 
that “thi s just a drop in the bucket of the amount that do have criminal 
records who work on the Linden Avenue (Claremont Terminal) pier.” 
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“NO SHAPE,” “NO SHOW", AND THE PHONY ADDRESS 

Members of the committee were introduced to an old technique but a new 
expression when one witness told about “no shape” jobs on the pier Stemming 
from the waterfront hiring process known us the “shape up” it was soon ap 
parent that this often criticized procedure had been re ined somewhat It as 
explained that a “no shape” job is one where you are on the payroll but you 
don't do any work Police foun un example of this when they discovered a 
full-time bartender in a saloon in the Yorkville section of New York City was 
drawing money trom Dade Bros. for work ostensibly perf ed many miles dis 
tant at Claremont Terminal, New Jersey Desirit i chat with several police 
characters found on Dade Bros. records, detectives « ed at e | e addresses 
furnished only to find that these “defense workers” had given fictitious addresses 

Although not by any means conclusive, but certainly itive, Was a cor 
parison made by the committee staff between the number of employees on the 
payroll with the actual number of employees reporting to the job who were 
counted by the Jersey City police as they were selected for work in the dail 


“shape up.” Unknown to company officials the police maintained a record of 
the number of these employees for a 38-month period from January 1, 1952, to 


March 381, 1952 The comparison disclosed that the night shift had ; ily 
average excess of 149 employees over the number checked in by police officers 
Translated into figures en the basis of SZ per hou \! rbit ry figure probably 
somewhat lower than the average hourly stipend on tl night shift, would 

count for apparent payroll padding approximating $50,000 pet ontl During 
the period of the committee’s investigation into this phase, for unannounced 
reasons, Claremont Terminal authorities saw fit to discontinue this night shift 
tltogethet Whether or not it was ever really necessary is the lowis question 


posed by this action 
MOBILE TIME CARDS 


On October 29, 1951, Robert Turney and Joseph Gernie, two Dade Bros.’ dock- 
workers with previous criminal records, were questioned by Jersey City police 


on a2 minor charge In a routine check of their « arked in a New ¥ 
enrage detectives found in the glove compartment 35 Dade Bros. time cards 
ostensibly signed by five different workme Pressed for an explanation Gernie 
was vague but remarked that “he had gotten a brainstorn d it was 

to defraud the Government by putting these time enrds in Further checking 


disclosed that the cards were all made out in the names of men having criminal 
records and that previous company checks had been drawn to some of them 
and cashed in New York taverns Whether or not any services were performed 
by the recipients of these checks can best be gathered from the reaction to this 
discovery as experienced by the detectives involved Almost immediately the 
detectives were contacted with a request to meet an unknown man outside of a 
restaurant on Liberty Street in New York. Three detectives met the individual 
and sought the reason for the meeting. He came to the point without delay 
This is the testimony of one of the detectives: 

A. He says, “Well, you’ve got two of our boys in there 

I says, “That’s right.” He says, “You got some of the time cards? I snvs 
“That's right.” He says, “Well, we are willing to talk business 

IT savs, “I'll talk business with vou What's your proposition 

“Well,” he said, “of course, there’s a nice piece of change it for you to stat 
with 

Q. Did he mention what the figure was? 

A. He says “It ought to be worth 10 grand to yvou—of course there'll be extra 
for the time cards.” And then he said, “Further, we'll put you on the payroll 
for $1509 to $170 per week, and you can name up to 10 I says, “It sounds very 
interesting.” 

Q. Name up to 10 what, sir? 

That's for 10 checks 

So that you can pad the payroll for 10 checks? 

A. For 10 

Q. For how much? 

A. From $150 to $170 a week I said, “That sounds very inviting.” I says, 
“Who sent you?’ He says, “Never mind who sent me.” He said, “What TI say 
here goes, and it’s official.” I said, “That's not good enough.” He says, “Why?” 
I says, “Well, of course, there will be a lot of pressure on us.” He says, “We can 
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relieve the pressure.” LT says, “Who is going to do this relieving?” “Well,” he 
says, “T'll tell you this. You have no more trouble over in the union there since 
we took over.” 

Q. Before you leave that, in connection with the proposition that he had to give 
you the $10,000 and right to get on the payroll, What were you supposed to do for 
him or for them? 

\. Go along with them. 

Q. What does that mean? 

\. Not butt in on them, leave them alone 
Protect them * 

Protect them Not to protect them, just stay away and keep our nose out 


me 


q). Let them have the freedom of the Dade Bros.’ operation there? 

\. That's right 

After identifying the intermediary as the possessor of a criminal record and 
one of those whose names appeared on the timecards, the police turned the entire 
matter over to the FBI for investigation of violation of fraud against the 
Government statutes. To sum up, the police concluded: “It appeared to us that 
they had been stocking these cards in in previous weeks without shaping up as 
part of a continuing proposition of milking Dade Bros.” 


LOAFING, GAMBLING, DRINKING, AND NARCOTICS ON THE JOB 


After hearing several witnesses testify to loafing, sleeping, and the slow pace 
Inaintauined on the night-shift operation of Dade Bros., the committee was stopped 
hort in its efforts to establish the degree of production of one of the dockworkers 
When he was asked, “What was the smallest amount of work you did a night?’ 
The witness answered, “Nothing.” 


S 


It seemed to be cominon practice for the workmen to disappear shortly atter 
checking in for the night shift Lacking something to do workmen were told 
to “get lost” by their supervisors. On one occasion a police officer went down 
on the pier about twenty minutes after shapeup time when 274 men were sup 

ed to be at work He could only account for 165 Perhaps a contributing 

ictor to this was the finding that the supervisors themselves were derelict 
Commenting on this one detective testified that “on different occasions we have 
een Strollo, Pagano, Miano, and Mr. Lietner being in a restaurant in Bayonne. 
Iti was practically like clockwork. They would hit in there about 9:30 at night 
ind they would stay there until sometimes 1 o'clock in the morning, sometimes 
12 at night, and watch the fights on the television.” This was when they were 
upposed to be supervising the work on the pier. The officers’ observations ex 
tended over a period from November 1951 through April 1952. The brazen 


lous disregard for their duties is found in the 


nature of these bosses and cal 


tatement made by one of these supervisors to a police officer in April The 
workman told the officer You weren't in the ‘53’ last night (referring to the 
Club 53, a tavern in Bayonne) I didn’t see you. Thus, he openly admitted to 


the officer that he was cheating his employer 
As to drinking on the job this colloquy with a witness occurred 
(). Was there any liquor on the job, were they able to get liquor into the pier? 
\. Yeah, get liquor at any time on the job 
©. How would vou arrange about that” 
\. They arranged it through your dump driver, your dump truck 
(). Hle is the salesman? 
\. No, he was the fellow going in and out of the place. He can get it 
©) Did vou see them drunk on the job’? 


I eis? Hty of fellows drunk on the job 
4). Do they come to work drunk ? 
A. Some did. some didn't Some went home drunk after they come in sober. 


(). Some came sober and went home drunk ? 

A. That’s right 

(), Some came drunk and went home sober? 

A. Some had enough time to sleep it off before they went out 

Among those who remained awake, reasonably sober and on the pier there 
seemed to be adequate recreation afforded. Gambling evidently was rampant 
us revealed in this testimony 

«). They would play. cards? 

A. Yes 

(). Where would they play ecards? 

A. In cars, on boxes, in the field, anywhere they could get a gathering. 
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Q). During the time they were supposed to be working? 

A. Yes, sir; during working hours, that’s right 

Q. Would they sometimes play in the timekeeper’s shack‘ 
A. Yes, Strollo, too 


. * . ° * * 


Q). How about tice games ’ 

A. There was dice games. 

Q. What would happen if a good sized game was going on in the middle of 
the night and some guard, inspector or some stranger showed up? 

A. Well, they had signals for that. The guard didn't mean nothing 

Q. Well, now when would this signal 

A. They used to have a signal that in case someone they call a big shot would 
come along, they had a loud speaker system throughout the whole place, and 
they'd give yeu a signal through the loud speaker system, and at the time No. 138, 
if they paged No, 13, you knew there was somebody coming along, some big shot 
coming around 

Q. Somebody they didn't know was coming? 

A. The one who paged knew it In other words, the operator knew who it 
was, but we didn’t know who it was. We would have to be on our toes 

q). What would you do when you got the signal “Paging No. 13°% 

A. Sometimes you had to walk, make out you are busy 

. * o o * * * 

Q. On this gambling beside the dice and the cards, did they have any other 
way of gambling? Did they have numbers on horse books? 

\. Horses and numbers. You could always bet any time you wanted, and 
there is the check pool, 

Q. The check pool, the numbers on your check on pay day 

A. On the check. There was a pool on that, and then they had the stenciling 
machine, like a roulette wheel 

(). Tell us about that 

\. 10 or 12 fellows would get together and play a dollar or two dollars apiece 
and pick a letter out or a number, whatever you want, you spin the wheel 
Wherever it stopped, the winner won the pool 


NARCOTICS 


rhe sinister shadow of drug peddling and its dread implications Came out in 
a discussion with informed police officers who were pointing out the trend of 


criminals from their former illegal activities to employment on the pier hey 
were asked if there was any indication that dope peddling played any part in 
the over-all picture of malpractices on the pier Che officers replied that drug 


trafficking was not only suspected and under investigation but that a titnekeepen 
on the job was known to be the payee on a $3,500 check found in possession of a 
well-known drug pusher at the time of his most recent arrest Che fact that the 
terminal is the berth for many freighters returning from foreign ports gives rise 
to serious questions and possibilities relating to dope smuggling when it is real 
ized that the many hoodlums working on the pier have learned how easy it has 
been to leave the pier area unobserved or unchallenged by the guards 


{RovGcHu Drarr | 
BREAKAGE, PILFERAGE, AND WASTE OF MATERIAI 


A distinet lack of cost consciousness on the part of employees was noticeable 
throughout the job. Because the materials being shipped overseas were not 
their concern, their attitude was reflected in the handling thereof. For instance, 
fork lifts, which are small loaders known to the workmen as “chisels,” were 
driven about recklessly and, frequently, by employees who had little or no in 
struction as to their operation, resulting in damage to equipment and material 
urgently needed overseas at the construction jobs. 

Asked about breakage, one witness said, “There was so much stuff broken 
up it’s pretty hard for me to tell you just what was done.” He explained that 
sometimes a fork lift or “chisel” driver would fail to properly lower the prongs 
of the vehicle designed to go under the crates when approaching to lift the box 
Instead of going under the crate, the prongs were driven through the outside 
covering damaging the contents This happened to a case of paint which “spilt 
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( Sov the ‘ the wl e ¢ ny, | ugcht it inside, p ed pasain 
md ht back outside sail 
Irie ) en had shorteut on the Witte TELE "Lhe I isht 
‘ ip and the had tl edt of tar that thev used for waterproofing 
Wi t was a messy job, that t fo do a good job of cleaning, just pick up the 
! | ind dump ver in the drink Phat was the best of cleanings 
() usiv. under the contractual arrangements, whereby Dade Bros 
W | d for ibor and mater . ch were ed in crating and waterproofing, 
( l ss to Dade I s 
I} these practice vere not 1 ed to trivial matters as brought out in 
that a e Dies el ne weichil me 5 tor wis dropped by a 
cl lL driver and “they found out the machine was broke in two, so they Just 
adracee aside an eft it in bay N } It staved there for, Ud sa close to 
ind was st there t the time of the taking of the testimons The 
WW ‘ ‘ ited that the el ne ost from 815.000 to S80.000 and stood some 
i ‘ ! 
Whether the contractor was peid for waterproofing materials used and em 
)) he spent il iterproofing material had anything to de th the deci 
I s to what ite hould be terproofed must he speculative \onin 
ertai ( erious doubts abot the prudence and feasil t\ 
f the pn tice upposed ‘ iged in for the taxpayers’ benefit \l 
vo} vil ithesses did not pretend to be authorities on the feasibilitv. of 
nad vaterprocs li the l iterlais urge doubts were created I their 
Inds a o the practicability of some of the policies One witness testifies 
A. The crated evervthing I don't know f it had to be crated I don’t know 
hat the laws of shipping are in the process of crating they water 
proofed the crates and there was a lot of stuff didn't have to be waterproofed and 
they did it anvway, see? 
“QO. What would that be, some of the things’? 
\. Well, like 5-gallon cans of paint 
Q. Metals ca 
\. Metals « Mavbe they put 20, 50, or 40 in a crate Phen thev would go 
d and waterproof that paint so that water don't get to the paint It looked 
there Was ho sense to it Phen they had tarpaper Maybe they put 20 rolls 
of tarpaper ina crate They would iterproof that crate There was ho sense 
that either I mean, to my eves you only waterproof something that’s sup 
posed to be waterproofed 
Q. How about pipe? 
\. Pipe? Yes, pipe \ lot of that was shipped without crating a lot in the 


» Did they waterproof any pipe? 


\. Yes, waterproofed that, waterproofed galvanized fencing and stuff like 
threat They waterproofed almost everything Everything I seen was watel 


The purchase order to Dade Bros, called for payment for limber used in the 

paid for per board foot used. Thus, the economy of opera 
ecame a minor factor, On the contrary, emphasis seemed to be on getting 
rid of as much lumber as possible, as explained by a witness who said, “If they 
had a 16-foot piece (of lumber) and they had to eut two pieces off that 16 feet, 


mavbe they had to get it 614 feet, so they would wind up cutting 13 feet of it The 
other 5-foot piece they would just cut up in little blocks and throw it in the scrap 
just to get rid of it, That's all.” 

Another withess who explained about signal No. 13, which was a warning to 
the workmen to make out that they were busy as there was someone on the pier 
who might jeopardize their good thing, told about the experience of one work 
man who had no particular assignment when he went to work on the night shift. 
He told the witness that he “was standing by a saw, so a fellow says, ‘All right, 

ab ahold of some of them blank, blank 2 by 4's and make yourself look busy 
and cut them up, but take it easy, he said, “so they did cut them up in small 
pieces and throw them on the scrap truck and out they would go to the dump 
at the foot of Duncan Avenue.” The witness continued, “I seen some beautiful 
lumber going out of there all cut up.” 

Although pilferage or sneak thievery from shipments around the docks poses 
a continuing major police problem on all other docks in the New York area, ac- 
cording to police witnesses familiar with the Claremont Terminal operation, 
there was a remarkable absence of pilferage complaints stemming from Dade 
Bros Police found it hard to believe that with the number of known ¢ minal 


process to be 
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«¢ aracters working for Dade Bros. t s job should be sing free f pe 
of thievery Could it have been that any loss taking place was We ss to Dade 
Dros 

About the only compliant received by police, a thouch tl \ id heat 
parts of trucks such as batteries, carburetors, generator ‘ had beet olel 
was 1 report of the theft of 12 Army parkas. Even then it w : e 10 or 12 
da after the theft before police were notified. Obvious \ \ tte 


reat concern to Dade officials us it was only the taxpayel 
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Ine at 
When it blows over. evervthin will go back to pormal (Mi men back a nicht 
Thev said things are getting hot Asked if the men were being laid off so they 
j rioht 
wouldn't be caught loafing, the witness answered Phats Pignt 


, ‘ to mM le 
Another witness shed some light on management's approach U the problem 


wledge that the 


it this time when he said, “About a week previous to our KD 
Senate was investigating it, a man told us that the operation vould use 5,400 
ey Now. right after that—it isn’t even a week—everything started to shut 
right down for some reason or other In fact, they told the men coming m to 
Shape up. We are going to take 16m The rest of you go home for 2 weeks 
until things get straightened out and then we will take care of you They went 
on tosay, ‘Uncle Sam has got his nose stuck in here 

With the investigation moving ahead rapid the night shift was finally sud 
den! terminated on April Zo, 1ov, despite evers indication that the demands of 
the construction road and the over-all scope of the Dade Bros, Claremont 
Ferminal operation had steadily increased There seemed to be an absence of 
thre inl rensons ascribed to labor cut-backs such as shortage of material, Labor 
difficulties, transportation problems, ete No understandakle reason was given 
to employees and others interrogated One beneticial result as far as the tax 
pavers are concerned might be the fact that the night shitt payre conservatively 
ngeregating some $10,000 per night was saved 

Management's solution to the obvious problem of racketeers) penetration tito 
the job was indeed remarkable, as explained by police withesses who discussed 
the problem with compan officials For instance, when Jersey City police of 
ficers questioned James Cissell, general manager of Dade Bros., on March 1S 
152, about permitting notorious gangsters not only to work on the Job but to 
control the hiring of others. and asked him if he was aware of their criminal 
record Cissell was quoted as saving I know Frank Miane a hiring boss] has 
bene hooked up with the Matia I know he is hooked up with “Trigger” Mike 
Coppola, but all Tam interested in is that he can handle men and he gets results 


We ure not interested in thei police record We are int ested in produc tion.” 
The officers further asked You knew they had mob control and you figured 
by putting that type of man in the other men would be ‘ascared’ of them 
d you would get production ? Cissell said, “You are putting it too blunt I 
Woh tanswer vou And he left 
Further indications of management's reluctance to discuss even disclose 
to the light of routine inquiry the identities of these defense workers and the 
hature of their “work” was found in the reaction of KE. Treverton Clark, vice 
president of Dade Bros. and rank official on the job, to permitting police access 
(to the pier and payroll records. Police reported that they were trying to check 
on the payroll record of a oman on the jobowhen Mr. Clark stopped them, telling 
then I have been ordered to shut down on all information.’ The officers com 
plained that company officials wanted them to register as they entered the pier 
and that the purpose of their 





visits would be spoiled by this requirement because 
“Out will go the signal No. 13 and we are done,’ 

Mhey asked Mr. Clark upon whose authority the order barring them from 
the pier was issued Mr. Clark inferred that it was the Army Police countered 
that they had an understanding with the Army that they would not have to do 
that. Mr. Clark said he would check into it but meanwhile access to the pier 
would not be granted without registration Notwithstanding, police officers 
continued to enter the pier without registering and so assumed that the Army 
had issued no such order as inferred by Clark 


THE RESULI 


Phe result of the foregoing obviously is of paramount concern to the com 
mittee, which has as one of its objectives the problem of exploring the national 
defense program for economy of operation without interfering with the defense 
effort Accordingly, some emphasis was placed on the amount of production at 
the terminal in terms of tonnage shipped ne witness familiar with waterfront 


activities stated, “I don't think they are getting one-fifth the tonnage that private 





industry would get out of there. That is my own personal opinion based on 
long experience on the piers around New York harbor The witness went on 

“ay that ata commercial pier “They push and they can put out 1S or 19 tons 
rm leu Down there fat Claremont Terminal] thev very seldom ever get ove! 
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The committee caused an analysis to be mace {f the cost per ton of materia 
shipped from the Claremont Terminal operation for the period of January 
through March 1952 rhe cost per ton ranged ft an 
$11.79 to an approximate high of $28.48 per ton for an avera 


effort to compare this cost with commercial experience, the committee obtained 
i} 





ute low of 
a) In an 





cost analysis from a major commercial stevedore and terminal operation han 
ing comparable tonnage for the same period, from January through Marcel, in 
the metropolitan area of New York Private industry was able to move the 
tonnage for the prices ranging from 84.39 to $9.53 for an average of S7 

As to the profits acruing to Dade Bros. for their efforts, it will be recalled that 
a spot check for the 4-week period in October 1951 showed Dade Bros. reaping 
ionth and 


/ 
J 


a net income or profit of $281,876.33 during this peric 
at a time when operations were disrupted by a strike 
Pursuant to committee requests, the Army Agdit Agency furnished figures fo 





the year 1951 on the Dade Bros. job The so-called purchase orders issued by 
Atlas and authorized by the Corps of engineers for the vear 1951 authorized 
a $9,000,000 expenditure subject, of course, to accey the A iv Audi 
Agency At the end of the vear the Army Audi Aut v found that S7.334.517 
had been paid to Dade Bros. on the purchase ordet rhis amount was S2.294,873 
in excess of the amount recommended for acceptance by the At Andit Acene 
as Army Audit Agency has recommended only $05,059,644 f eceptal 


It is understood that a redetermination survey is currently in progress lool 
toward reconciliation of the actual cost to Dade with amounts charged the 
Government 


rHE SALARY “GRA IN SLOW OTIO 

Earnings records of the officers of Dade Brothers for 1951 vhen compares 
with their “take” from the company’s activities in the three preceding years, 
offer a salutary reflection on how good it is to have Uncle Sam for a customer 


These earnings have been challenged by the Army Audit Agency—and 1 
Karnings of George Dade, the president, were $6,500 in 1948, onl) 
1949, and dropped to zero in 1950 jut affluence developed in 1951 when 

salary of $25,719 and a bonus of $26,481 for a total of $52,200 

W. T. Clark, the executive vice president, drew salary of S7,.500 in the years 
of 1948 and IH and was S8.519 in 150. He also prospered in 1951, 
drawing down a salary of $17,972 and a bonus of $21,086, or a total of $39,058 

Robert Dade, also a vice president, is domiciled in California where he super 
vises west coast operations of Dade Bros., and has no active connection with 
Dade Bros., Ine., except his official title. He drew nothing from the company 
in 1948, 1949, and 1950, but was “cut in” for a $10,000 bonus for 1951 

Jesse Dade, chairman of the board, also shows as having received no income 
from the company in 1948, 1949, and 1950, but 1951 finds him receiving a salary 
of $10,154 and a bonus of $4,904, for a total of $15,058 
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